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LEADING AMERICAN INDUSTRIES 
offer their employees the Payroll Savings Plan for U.S. Savings Bonds 
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These are but a few of the leading firms which support the Savings C7) 
Bonds program with more payroll savers than ever before in peacetime. 
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Telephone service has never been 
| 
so fast, convenient and 
| 
d it’ b b ! 
...and it’s going to be better! 
a words—growth and change—describe CALL DIRECTOR TELEPHONE 
major trends in the Bell telephone business. With the touch of a button you can 
There is more of every kind of service for ~<a naahege agg nm nad 
more people. And more and more new things eiles extensions to heneetdinn eain 
are coming along all the time. Two models. 18 and 30 push buttons. 
: ’ Pies : oe Many thousands already in service. 
Direct Distance Dialing is bringing a new 
era of speed and convenience in Long Dis- NIX¢ 
tance calling. we 
Nearly 24,000,000 customers can now dial THE PRINCESS lebe 
Long Distance calls direct to 39,000,000 tele- yo pein ay Does : a . 
fs nat 2 é 2»xtenslo 2 one for any ci a 
phone numbers in the United States and room in the house. A tremendous suc- his | 
Canada. cess all over the country. Available in to b 
> : white, beige, pink, blue and turquoise. ar 
New underseas cables make it easy to talk , _ 
across oceans as clearly as a call across town. W 
An entirely new era in communications Ken 
é : ° BELLBOY SERVICE if el 
for business is being opened up by the Bell ie at a Bell Senég 
, ne of the newest Be ystem serv- : 
twetam’s 9ta-P » cArVvire ans xc A - i - piti 
Sy ste m’s Data Phone 8 rvice. It enables elec ices. A person away from the telephone criti 
tronic business machines to “‘talk’’ to each hears a tone signal (sent from the tele- ~ t 
other over regular telephone lines. Some day phone exchange) on a pocket radio a 
there mav be more of those calls than calls receiver. Alerts him to call his home ore 
o may os . en , = or office to get a message. Now avail- fens 
between people. able in 14 major cities. at is 
on , , lit 
Those are some of the new services. Just It 
a few of the other newer things are shown on HOME INTERPHONE not ‘ 
the right. Lets you call any other room in the 1S ri 
nm ee . house that has a phone. Or switch out- anc 
lhere’s much more to come . . . from - side calls to another phone. Also lets state 
search and development, from the invest- you answer the door from any phone. her 
ment of millions of dollars of new capital, Microphone in telephone and speaker coul 
and from the Bell System’s never-ending on wall beside each telephone enable valu 
; . : person in other room to talk back deal 
desire to give you the best and the most without lifting receiver. Will be avail- gove 
telephone service in the world. able nationally next year. N 
stan 
Que! 
sign 
BELL T SYSTEM _— 
BU: 
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The Trend of Events 


NIXON — AND KENNEDY WITH NOTES ... Vice Presi- 
lent Nixon had Senator Kennedy on the canvas a 
number of times during their cross-the-country 
lebate, but it will take the voters to count him out. 

As it appears now the decision will go to Nixon 
— for every time Kennedy opens his mouth he puts 
his “silver” foot in. This seems in a large measure 
to be due to opportunism in making snappy come- 
backs when he is challenged or, on second 
thought, maybe the tongue is readier than the mind. 

When Vice President Nixon nailed down Senator 
Kennedy’s indiscretion in publicly announcing that, 
if elected, he would not defend Quemoy and Matsu, 
Senator Kennedy sidestepped the validity of this 
criticism. Instead, he alleged that the matter rested 
on the difference in his position with that of Vice 
President Nixon, and that the question was one 
of expending American lives to hold two “inde- 
fensible rocks’ — deliberately distorting the point 





at issue made by Vice President Nixon and playing 


politics to suit his own purposes. 

It is clearly evident that Senator Kennedy did 
not take into consideration the fact that Red China 
is now our vicious enemy — 


purpose was to invade Formosa. 

This tendency on the part of Senator Kennedy 
to belittle both the economic strength and military 
strategy of the United States is reprehensible, and 
the flimsy basis, particularly for his comparison 
of the relative economic strength of the United 
States vs. the Soviet Union, is clearly pointed out 
in this issue in our story, “Are We Really Losing 
the Economic Race With the USSR”’, written by 
a well known economist, who presents a realistic 
picture of what is going on in the Soviet Union 
and — without in any way belittling ther accom- 
plishments — sums up the relative position of the 
United States and the Soviet Union in a way that 
knocks Mr. Kennedy’s charges into a cocked-hat. 

From the above, as well as the gravity of Senator 
Kennedy’s recent statement in which he claimed 
that 17 million Americans (one out of ten) went to 
bed hungry each night, we can only conclude that he 
lacks the judgment necessary for the all-important 
post of the highest office in the United States at 
this crucial time in our history. 

As far as we are concerned, Vice President Nixon 
is our choice for the Presi- 
dency, on the grounds that he 





and by making this public 


statement was encouraging We call the attention to the reader to has had the experience at 


her to take a_ step that 
could prove of psychological 
value to Red China in her 
dealings with the Asiatic 
governments. 

Nor did he seem to under- 
stand that our policy toward 
Quemoy and Matsu was de- 
signed to stop the Commu- 
nists in their tracks if their 


regular feature. 





our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


home and abroad that has 
ironed out the rough spots in 
his thinking and has devel- 
oped the kind of judgment 
required in this hour of crisis. 

In conclusion we would like 
to say that, if the times were 
less serious we would never 
have felt impelled to take such 
a definite stand editorially. 
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By Malcolm Stewart 


KHRUSHCHEV’S NAKED CYNICISM EXPOSES 
COMMUNIST PHILOSOPHY OF “RULE OR RUIN” — 


WHY DID HE DO IT? — AT WHAT COST TO THE USSR? 


Premier Nikita Khrushchev’s United 


OVIET 
Nations performance must rank as one of the 


most incredibly boorish and hysterical exhibitions 
in the annals of diplomacy, if the word “diplomacy” 
can be used in connection with goings-on on the 
bank of the East River. 

True enough, he dominated the proceedings much 
of the time during his 25-day stay in New York— 
in the same sense that a quarrelsome drunk dom- 
inates a drawing room conversation. 

To western observers his actions appeared most 
of the time to be devoid of reason. He alienated 
most of those whom, at other times, he sought to 
woo. He exacerbated international relations and in- 
creased the very tensions he claimed to want to 
reduce. He forced the issue on points on which he 
must have known he would be beaten. 

The result was a certain amount of chaos and con- 
fusion. Apparently that was what he wanted. He 
was following good Communist dogma, as laid down 
by Lenin and the Second Congress of the Commun- 
ist International in Moscow in 1920. 

Directive No. 11 of that Congress, covering Com- 
munist behavior in any parliamentary gathering, 
says: 

“The Communist Party enters such institutions 
not for the purpose of the organization work, but in 
order to blow up the whole bourgeois machinery 
and the parliament itself from within.” 


112 


Directive No. 12 from Lenin adds: “This work 
within the parliaments . . . consists chiefly in mak- 
ing revolutionary propaganda from the parliamen- 
tary platform.” 

Khrushchev reverted to basic Bolshevik tactics, 
apparently because he was under the compulsion to 
establish himself again as the “old revolutionary” 
in the face of Chinese Communist charges that he 
had gone “soft” in dealings with the West. 

He had to restore his position as unquestioned 
leader of the Red battle against the dragons of “‘Capi- 
talistic Imperialism” in preparation for the Novem- 
ber meeting in Moscow of the leaders of Internation- 
al Communism, including China’s Mao Tse-tung. 

He reverted to basic Red tenets to do so. He pos- 
sibly achieved his objective. But at what cost on 
other fronts? 

In the process he exposed his philosophy of “ 
or ruin” in all its naked cynicism. 

This was fatal to any hopes he may have had of 
effecting a shift in the balance of voting power in 
the United Nations away from the West and toward 
the Communist block. 


rule 


Glaring Failure of K’s Efforts 
His tactics failed either tu frighten or persuade 
the members of the huge 46-nation Asian-African 
group of nations to support him on critical East- 
West issues. The 19 new members admitted to the 
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United Nations this session, with the exceptions of 
shana and Guinea, stayed on the sidelines during 
‘ritical votes or favored the West, despite Khrush- 
‘hev’s loud assertions that he was their only pro- 
ector against the rapacious West. 

His vicious attack on the United Nations and 
secretary-General Dag Hammarskjold frightened 
ind dismayed the Asians and Africans, at least the 
nost of them. He won no support, except from red- 
inged Guinea and Ghana, for his demand that 
fammarskjold be fired and replaced by a three- 
1ation Communist-style Presidium representing 
tast, West and neutrals. Asians and Africans, as 
vell as all others, recognized this Red move as a 
levice to paralyze the world organization and rende) 
t incapable of defending anybody against Commu- 
iist subversion or attack. 


The Congo Defeat Reaction 


Why, then, did he attack the 
ion toward which the 
smaller countries look 
for protection? 

He was caught up 
in one of those weird 
‘ontradictions which 
ire familiar to those 
who study Communist 
maneuvers. 

His action stemmed 
from a typically Com- 
munist compulsion to 
explain away a defeat. 
Russia had taken a ter- 
rific beating on the 
Congo issue just before 
Khrushchev arrived in 
New York. The Special 
Assembly had voted 70 
to 0, the Red bloc ab- 
staining, to uphold 
Hammarskjold’s = ac- 
tions in the Congo. It 
thus rejected Commu- 
nist charges that he was 
a “tool” of the West. 
Russian and other 
Communist technicians 
had been forced to flee the Congo in humiliation. 

Khrushchev had to explain this—to his very 
critical Chinese Red allies and the rest of the World. 
He could only do so by claiming Hammarskjold was 
manipulated by the West. To give his position and 
explanation an appearance of logic, he had to take 
the next step and demand a change in the U.N. 
executive set-up. He was caught in a trap of his 
own devising. 

The Soviet Premier also seemed to underestimate 
the calibre of leadership in most of the newly in- 
dependent African nations. Ghana’s Nkrumah and 
Guinea’s Toure apparently want to play Moscow’s 
game for the time being as a form of blackmail 
against the West. But the rest of the new African 
leaders, tutored by the British and French and 
steeped in Western democratic traditions, are so- 
phisticated men who have been running their 
own affairs for some time. The contrast with 
the Congo, where the Belgians failed to give this 
intense pre-independence training, is tremendous. 

The new African leaders coolly assessed Khrush- 


very institu- 
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Premier Khrushchev’s de- 


scription of rocket production in Soviet Union, as 


he addessed General Assembly's evening session. 


chev’s objectives and said “No, thank you.” 

Nehru and the “Neutralists.” — The principal 
suckers turned out to be the five old and presumably 
experienced “neutralists” who tried to force the U.N. 
to call for a meeting between President Eisenhowe1 
and Khrushchev. This performance by India’s Nehru, 
Yugoslavia’s Tito, Indonesia’s Sukarno, the U.A.R.’s 
Nasser and Ghana’s Nkrumah was rather incredible. 

They displayed complete ignorance of the basic 
difference of principles dividing Russia and the 
West when they came up with their naive suggestion 
that a meeting between the two would somehow 
dissipate the tension. They were so bemused by form 
that they completely failed to consider substance. 
Then they whimpered that they were misunderstood 
when the facts of life had been bluntly demonstrated 
to them. 

The United States maneuver, supporting an Aus- 
tralian attempt to convert the neutralist gambit 
into a vague call for an eventual Big Four Summit, 
was something less than 
brilliant, too. It took a 
beating on this totally 
unnecessary ploy. The 
greater moral strength 
would have derived 
from sticking by Eisen- 
hower’s polite refusal 
to meet Khrushchev at 
this time and let it go 
at that. 

Fortunately Khrush- 
chev, as he so often 
does when the U.S. acts 
none too bright, saved 
the day by another of 
his boorish outbursts 
which made the Amer'- 
can delegates look bet- 
ter than they should 
have. 

Red China’s Admis- 
sion. — Much has been 
made by some who 
should know better of 
the fact that considera- 
tion of Red China’s pos- 
sible admission to the 
U.N. was blocked by a somewhat narrower margin 
than in previous years. There have been predictions 
that next year the Chinese Reds will gain admission. 

Those who make such predictions ignore the simple 
mechanics of the situation. The majority vote for 
the American position was not on “admission” of 
Red China. It was only on whetker to even put the 
question on the agenda for consideration. If the As- 
sembly next year votes, by a simple majority, to put 
the question on the agenda, it would require a two- 
thirds vote, not a simple majority, to actually admit 
the Reds. That simplv does not appear possible. 

To sum up: Khrushchev probably succeeded in 
improving his stature as top dog of International 
Communism. But he gained no ground on any other 
front—unless one counts as progress the further 
confusion of a few neutralists who already were 
pretty well befuddled. He failed to make any sig- 
nificant inroads against the West by garnering 
African-Asian voting strength. And he again forced 
new unity upon the Allies by the viciousness of his 
assault on everything for which they stand. END 
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Realities Of The Stock Market Today 


Basis for broad advance or decline in the market is absent at present. This is also true for 
business activity. However, some further pre-election rally is possible, under influence of 
professional operations, despite the drab outlook for corporate profits, Selectivity in port- 
folio management, stressing prudent appraisal of individual stock values and prospects, is 


required. 


By A. T. MILLER 


ly a continuing mixed market, improve- 
ment in average stock prices was extended over the 
past fortnight without more than brief pauses, add- 
ing to gains scored in the last two trading sessions 
of September. By the end of last week the industrial 
average had made up nearly two-fifths of the August 
24-September 28 phase of decline, but this was less 
than a fourth of the irregular retreat from the 
major top of last January. 
For rails, retracement of the August-September 
sell-off amounts to less than a fourth, that of the 


whole decline from 1959 high, to less than 9%. The 
utility average attained its postwar peak to date 
as recently as September 6 at 96.45; fell 5.60 points 
to September 28, under influence of a temporary 
interruption in the money market’s easing trend, 
and has now made up about 60% of the dip. 

The industrial average “looks better” than do the 
general run of stocks or the principal technical in- 
dicators. This fact, together with clouded prospects 
for business activity and corporate earnings, argues 
for no more than a technical rally. It could go some- 
what further between now and the 
election, as some interests in the finan- 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG.OF-WAR 


CONSTANTLY SHIFTING SUPPLY & DEMAND 
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cial community no doubt desire. Small 
betterment in some business news could 
help. Even so, the average is no great 
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| | 2 Technical Pattern And Background 
_ — - ——_4+-+_ | a | ae ! ; ; ; 
370 |-—- rTTTyT? i} 4} BEEUREEEREEEEE Indicating that an increased propor- 
350|+ | Bs | | SUPPLY OF STOCKS | | | | tion of investors are “sitting on the 
le | | * Indicaned by Tronsoction | | PTT fence’, trading volume was at reduced 
330 .f a re ' oe | and relatively low levels in each of the 
nal ~ rT. - | | et past two weeks. Professional operations 
\ NSS i pan probably not equally curtailed, have 
290 | SA {| ie enhanced weight in the present thin 
shin. PTT rr PTT market. 
270 |4._ ~ ee pitty} dt | seeen _ Many oa _ etitiorine little, 
et Rising Prices Seen ry dd | if any, in the rally. Last week, for ex- 
i tata teba eat Tt ttt ttt ttt ample, with the Dow senior average up 
AND SPECULATIVE DEMAND meen 10.66 points (little over 1.8%), there 
— 


were advances in 721 issues, declines in 
552, following a still closer balance in 
the prior week. New lows in individual 
stocks last week exceeded new highs by 
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a ratio of about 4 to 1, against over 8 
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to 1 in the preceding week, when the 
average had a gain of 6.28 points. Our 
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Supply- Demand Measures, charted 
herewith, still show an adverse spread. 
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Business News Mixed 
While over-all business activity 
stands only moderately under the year’s 
best level, most of the current news is 
more sobering than otherwise, despite a 
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ew favorable items. The 
“ederal Reserve Board has 
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evised its August produc- a | 
ion index from 109 to 108, — 
ind puts the index for Sep- a 
ember at 107. That makes > 
he range since January ~ 
11-107, instead of the — 590 
wice-as-narrow 111-109 = se 
hat it was thought to have re 
een prior to the report ma |= ri 
ssued late last week. t Le heed 
> Continuing since late es 
Spring, there has been a a tse 
nild further shrinkage in soesteas 
total retail sales. Depart- . 
ment store sales in the . 1 i hes 
week through October 8 = * wa } 
were 2% ahead of a year asi OF, im hl “ oie = 
igo, maintaining the previ- Mao rere per t Suny) pretties { Yt eS 
ous modest rate of 1960 O5— | DOW JONES RAILRC “hy gt - ft 
gain. | +++ aoe ' — - » hoo = 
_ Pm In ratio to the labor us Sane CL ~— ate ry — tp pent —— = 
force, unemployment was = t— {ath ott h was ne 
slightly reduced in Septem- Baaeaer . DOW 40) be ‘ rn aa 
ber but remained a shade eth pte a Cea ht Hie tH is 
above the year-earlier level, 4 me ~ 
even though the latter had j VOLUME N.Y. STOCK) EXCHANGE. MILLIONS OF SHARES rt * 
been raised by the steel oe ae oe Ow A A a a a 
strike. { mauTent ear os Tee \ UTRITES ner 
> There was a nominal f ener H Bh {tj} 
September rise of $200 i © oa Pad Uh hm 
million in personal income itt 3 





payments—nominal in re- 
lation to a total over $408 
billion—although wage- 
salary payments were off $400 million in the first 
monthly dip this year. 

@On the encouraging side, miscellaneous rail 
car-loadings have shown more than seasonal im- 
provement for four consecutive weeks. 

& September automobile sales and those for the 
first ten days of October made a good showing. How- 
ever, as a contribution to economic activity, unit 
volume means considerably less than it formerly 
did, since compact cars now have over a third of the 
market. Moreover, initial response to the new models 
is not necessarily indicative of later trends. Dealers’ 
car stocks are high for this season, making main- 
tenance of the advanced October producing rate 
doubtful. Continuing gain in car sales would be at 
variance with previous consumer sentiment indi- 
cated by surveys of buying plans, the installment 
debt data, and total store sales. 

Despite seasonally advanced October automobile 
output. steel operations remain around 54% of 
capacity. Suggesting a modest coming upturn, some 
improvement in new orders has been reported, but 
it is doubted that average fourth-quarter output will 
exceed 58%-60% of capacity. (This may not be as 
significant as in past years due to the use of sub- 
stitutes, such as aluminum, etc.) 

Primary prices of most industrial raw materials 
are easing, both here and in world markets. The 
recent cut of 3 cents a pound by U. S. copper pro- 
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ducers is symptomatic. Prices of finished goods are 
also under fairly general pressure, with most of the 
cutting “unofficial” rather than in the theoretical 
“list” figures mostly used in the Government’s price 
indexes. 

What's Ahead Now? 


There is some minority opinion that we are al- 
ready about at the end of a slow and very light 
recession. However, most observers think it will 
continue well into 1961, but that at worst it will be 
fairly mild. Logical reasons why that should be so 
were outlined here a fortnight ago. But it should 
be noted that business recessions and advances 
generally differ from previous ones, and that pros- 
pects any great time ahead are always conjectural. 

We note various “forecasts” of another business 
boom starting by mid-1961 or shortly thereafter. 
They should be taken with a large grain of salt. 
There appear to be limitations in the picture as re- 
gards the degree of both 1961 recession and the sub- 
sequent advance. General over-capacity in materials 
and finished goods is a more stubborn problem than 
we have heretofore had in the postwar period, and 
could be an obstacle to another boom for some time 
ahead. 

telative to the rest of the industrialized world, 
our costs and prices are too high. In the existing 
situation, President (Please turn to page 157) 
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Are We Really Losing 


the Economic Race With the U.S.S.R.? 


By PAUL J. MAYNARD 


Note: 


This realistic and fascinating story will bring the realization—to 


paraphrase President Franklin D. Roosevelt—that “we have nothing to 


fear but fear itself.” 


In this feature we have compared the Russian economy with ours with- 
out in any way belittline their accomplishments—showing what they have 
done and how long it will take them to catch up with the United States— 
if they ever do under their form of government and their world ambitions, 
which so far have channeled their major production into the areas of heavy 


industry. 


As far as the United States is concerned, all we have to do is to fully 
recognize that Russia’s challenge is primarily political—that it is we who 
are the pace-setter in the economic challenge—not the Soviet Union. And 
this story tell us why—and how very wrong the pessimists are.—Editor. 


N the present highly charged political atmosphere 
I of the presidential campaign, the question of the 
of the United States and 
raised with increased 
with its intense emo- 


relative economic power 
the Soviet Union has been 
vigor. Such an atmosphere, 
tional features, is hardly conducive to reasoned, 
calm and objective analysis. The current business 
slow-down, by stirring up fears of a full-blown re- 
cession and by providing political ammunition to the 
“outs”, adds to the confusion. 

However, if we are to avoid losing completely our 


116 





poise and self-confidence as a nation and as a leader 
of the free world, it is necessary to separate facts 
from fiction. If we know the truth then perhaps the 
truth will set us free—or at least help us to stay 
free. 

Unfortunately, as Disraeli observed so sagely at 
least a century ago, “There are lies—damned lies 
and statistics.” In the Soviet Union to lie with 
statistics is to be patriotic if such lies serve the in- 
terests of the Communist Party and its leaders. 
Soviet statisticians have openly proclaimed that 
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“statistics are a weapon of the class war.” 
What is the Truth? 


An examination of the facts and fiction relating 
‘o comparisons between the United States and the 
J. S. S. R. indicates conclusively that the fiction far 
outweighs the facts. Not only are most of the Soviet 
lizures and comparisons misleading, but even where 
‘heir information is reasonably reliable, the facts 
ndicate that the total economy of the United States 
s far ahead of that of the Seviet Union. Further- 
nore, our economy is continuing to move forward 
0 rapidly that the possibility the Soviet Union will 
‘atch up with us is remote. 

We certainly cannot afford to be complacent. It 
$s apparent that a totalitarian state economy may 
njoy certain advantages of centralized direction 
ind capacity for concentrating all-out effort and 
resources on the attainment of a particular target. 
Thus they have been able to build up certain heavy 
goods industries rapidly at the expense of consumer 
goods. The Soviets also have concentrated on mili- 
tary equipment including re¢ketry and space ex- 
ploration experiments. We must meet their military 
challenge with armament of our own. 

But to compare results in the fields in which the 
Soviets have concentrated their all-out efforts with 
parts of our economy, without taking into considera- 
tion the whole economies of the two nations is mis- 
leading. 

For example, less than 25°, of the Soviet gross 
national production goes into consumer goods while 
about 70% of our country’s gross national produc- 
tion goes into consumer goods and services. Thus, 
to compare their 75% production effort in non-con- 
sumer goods with our 30% effort makes little sense. 


Just As Dangerous as Complacency 
Is Unwarranted Lack of Confidence 


By being subjected to continued barrages of state- 
ments that we are being caught up with and sur- 
passed by the Russians, or are doomed to be excelled 
by them, we are in real danger of becoming jittery 
and unsure of ourselves. In order to win out we must 
know the facts and have confidence in the free enter- 
prise system which has brought us to the top posi- 
tion we now occupy in the world. This is not to 
imply an unwillingness to admit our shortcomings 
or a reluctance to take steps to correct errors as 
soon as they are brought to our attention. 


Rationalizing Soviet Statistics 


It has been pointed out again and again that the 
official statistics computed and published by the 
Soviet Union are generally distorted and not com- 
parable with our own. However, most Americans 
don’t know why or how the distortions in Soviet 
figures and comparisons are created. In the interests 
of getting down to cases, there are summarized 
below some of the most flagrant of the errors which 
arise in comparing our statistics relating to growth 
with those of the Soviet Union: 

(1) The method of measuring growth of indus- 
trial output by Soviet statisticians involves double 
counting of much of the output of industry. ® This 
arises because the output of some of the factories 
is consumed in other factories in the same year to 
make other parts of industrial output. Thus, when 
a number of processes of manufacture are included 
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CHECKING ON KHRUSHCHEV'S 
BOASTS OF RUSSIAN GROWTH 


These charts compare Soviet and U.S. 
production since 1953 in three key industries. 
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as separate plants, each sells its output to the other, 
and the Soviet procedure of determining total output 
is to add the output of the various plants together. 

(2) A second source of major error in comparing 
Soviet economic growth statistics to our own, lies in 
their failure to correct adequately for changes in 
the price level. The only common denominator of 
volume is price. But to measure growth in physical 
volume of production accurately it is essential to 
eliminate any distortion caused by changes in price. 

& The chief source of inaccuracy in the Soviet 
figures relates to prices assigned to new products 
not in existence during the base period. Soviet plant 
managers, anxious to show superior growth rates, 
have been notoriously free in designating products 
with minor changes as new products entitled to high 
assigned or assumed values in relation to the base 
period. This has created the largest distortions in the 
machinery and chemical industries where there is a 
constant introduction of new products. 

(3) Comparisons of rate of growth without re- 
gard to the level of the base period can lead to some 
odd conclusions. For example, the following figures 
show how, with a larger projected percentage ex- 
pansion in electric power capacity in the U.S. S. R. 
over the 1957-1965 period, the gap in favor of the 
United States could still be widened: 


Millions of Kilowatts Capacity 
United States Soviet Union 


. fe 146.2 48.4 

1965 rae eee 245.0 108.0 
Increase 98.8 59.6 
Percent Increase 67.6% 123.1% 


In spite of the substantially larger percentag: 
increase in the U. S. S. R. (123.1% versus 67.6% 
for the U. S.) it is still further behind at the end 
of the period than at the beginning. 

> In connection with selecting a base period to 
show the best rate of growth, it is a fact that if 
1946 or 1947 or even 1950 is used as a base, the 
countries which suffered most during the war have 
achieved the greatest economic advance. West Ger- 
many’s annual average growth rate of real gross 
national product in the period 1950-1957 was 8% and 
that of Italy 5.8%. In contrast the U. S. rate was 
3.6% and Sweden’s 3.3%. 

The statistical pitfalls which have been mentioned 
which exist in comparing the economic growth rate 
are only a small sample of the many distortions 
of a totalitarian state such as the U.S. S. R. with 
the United States. But even if one disregards these 
pitfalls, there are several basic reasons why simple 
statistical comparisons of growth rates of the two 
countries have relatively little meaning. 

The Realistic Basis For Calculation 

Five reasons for non-comparability were given in 
papers submitted to the United States Congress— 
Joint Economic Committee last year are outlined 
briefly herewith :— 

@ 1. The first is the different pattern and purpose 
of the economies. The two economies are producing 
different things. The planners of the Soviet economy 
have put their emphasis on the development of basic 
industries as a basis for military strength. 

The basic industries of the United States are 
growing as a part of a more balanced operation, with 
consumer goods as the center of development. Our 
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emphasis is on better housing, clothing, food, travel 
and services for the individual—which we consider 
to be the chief measures of progress. An indication 
of different treatment of the consumer is shown in 
the statistics of the use of electricity, where 80% 
in the U. S. S. R. goes for industrial purposes as 
compared with 48% in the United States. 

In comparing the two economies, it is important 
to note that increases in heavy industry can be done 
on a massive basis with no problems of variety of 
items or manifold technologies as in the case of 
consumer goods. 

@ 2. A second difference is the continued existence 
of a much larger part of the Soviet population on 
the farm, in spite of the rapid growth of industrial 
centers. The fluidity of the American population 
tends to prevent wide gaps in living standards be- 
tween urban and rural. In Russia the evidence 
would indicate that there has been little gain in the 
level of living in the rural areas where slightly more 
than half of the population still lived in 1959. 

The process of shift to the city is likely to be re- 
lated to a rapid rate of growth, but growth meas- 
ures fail to indicate how widely the benefits are 
distributed. Even though over 50% of Russia’s labor 
force is employed in agriculture, the country’s agri- 
cultural needs are not being met. 

Contrariwise, the United States has only 10 to 
12% of its civilian labor force engaged in agricul- 
ture. But this segment is producing an excessive 
amount of agricultural products. 

@ 3. A third difference is in the degree of econo- 
mic maturity. While economic development is not a 
uniform process for all countries, the lesser devel- 
oped countries are largely agricultural. 

As the percentage devoted to agriculture declines, 
industry moves up; the third stage is the appearance 
of services as a major economic activity. The differ- 
ence in maturity is shown in the following table: 


Percent of National Income by Sector Origin 


1955 
U.S.S.R United States 

Agriculture —........ 27.1% 4.6% 
Industry and 

Construction . 86.6 40.7 
Transportation & 

Communications 5.0 6.5 
Service and Trade 31.3 48.2 


The percentage of the total Russian population 
dependent on agricultural occupations has declined 
from 74.8% in 1928 to slightly over 50% at present. 
The significance of this in comparing economic 
growth rates of the United States and the U.S. 5S. R. 
is that growth rates are likely to be higher during 
the shift from agriculture to industry than in the 
latter stages when services and trade became im- 
portant. 

@ 4. The fourth difference, which is related to 
differences in economic maturity, relates to services 
rendered by past accumulations of capital. Thus, 
measures of gross national product do not fully 
reflect the benefits of past savings, be they in the 
form of thousands of miles of surfaced roads or 
numbers of used automobiles and electric appliances 
still giving service. 

In this respect the United States is far ahead of 
the U.S. S. R. 

@ 5. A fifth difference (Please turn to page 155) 
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The Extent of The 


ROLLING MARKET ADJUSTMENT 
IN THE 10 KEY GROUPS 


—Where do they stand today? 


By WARD GATES 


» Where averages conceal movement of groups or individual 
issues in declines as early as 1956 and even into 1960 

> Companies that have done better — or worse in their field 

® Which have seen major portion of their market correction — 
which still have a distance to go 


INCE the beginning of the year, the market as 

measured by all of the leading Averages has 
been trending toward lower levels. In recent months 
the decline has been newsworthy enough to make 
everyday headlines in newspaper and other non- 
financial publications. Yet, few observers ever point 
out that the Averages are hardly representative of 
the sharply divergent trends of individual stock 
prices—or that the Averages, in fact, even mask 
important changes that have occurred in opposition 
to their apparent movement. 


Misleading Effect of the “Average” 
The simple truth is that the stock market is really 
a whole series of individual markets in which some 
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groups are almost invariably advancing while others 
are in the process of correction, or even long term 
decline. To illustrate, the reader need only glance 
at the accompanying table which indicates the years 
in which various industrial groups actually made 
their highs, as opposed to the familiar Dow-Jones 
Industrial Average, which scored its all-time high 
in early January, 1960. 

The aircrafts, aluminums and coppers, as groups, 
scored their highs back in 1956 and have been in 
long term bear markets since that time—a period 
that includes some fairly sharp upward movements 
in the Averages. The oils topped out in 1957; the 
autos, chemicals and steels in 1959; and, of course, 
a broader series in 1960. 








It should also be remembered that the rails topped 
out several years ago, coal stocks almost a decade 
ago, and natural gas stocks at least three or four 
years ago. Obviously, then, unless an investor owns 
all of the stock representing the DJIA, his interests 
are more likely to be in the diversity of trends rather 
than in the performance of the Average. 


Some Specific Cases 


The importance of such discrimination can be 
seen by just comparing the performance of some 
of the stocks within the Average with the Average 
as a whole. As of the end of September, 1960, the 
Dow-Jones was down to approximately 585, or just 
about 15% from its high. However, Alcoa was down 
over 40 percent from its 1959-60 high and over 50% 
from its all time high of 133; and Anaconda was 
down 40% from its 1959-60 high and 54% from its 
record high. On the other hand, International Nickel, 
also a major mining company, scored its all time 
high in 1960, and at the end of September was down 
only 14%, or just in line with the Average. 

The explanation is, of course, that International 
Nickel produces a product still in the process of 
rapid growth—a process that the aluminum indus- 
try went through several years earlier, and the 
coppers many years ago. As a result, International 
Nickel’s earnings have remained in a strong up- 
trend, reflecting the growing demand for its mate- 
rial, and the intelligent research and development 
work sponsored by its management. New uses for 
nickel are appearing every day. 

Aluminum and copper, on the other hand, beside 
being competitive with one another, have also re- 
ached the stage where new uses for their material 
mean a strong competitive battle with the large 
industries they hope to replace. The substitution of 
aluminum for steel and iron, for example, has made 
headway, but not without stimulating powerful re- 
sistance on the part of the steel companies. 


Individual Differences Tell the Story 


Even within the aluminum group, conspicuous 
variations occur. While Alcoa, Aluminium and Kaiser 
Aluminum all hit their highs in 1956, Reynolds 
Metals more than doubled in price between 1956 and 
the end of 1959. The reason is that Reynolds ap- 
parently became the most aggressive of the new- 
comers to the field, and led the way in the develop- 
ment of new uses for aluminum. With a fast grow- 
ing market for new products and a heavy govern- 
ment contract to bolster operations, Reynolds was 
the star performer. However, as its uniqueness 
faded, and its government-guaranteed contracts 
ended, Reynolds was forced to join the parade. In 
1960 the stock collapsed, losing more than 50% of 
its value in the process. Nevertheless, the persistence 
of its good fortunes three years longer than for the 
rest of the industry attests to the value of owning 
stock in unique companies. 

Other groups with representative stocks in the 
averages tell a similar story. Standard Oil of New 
Jersey is down 32% from its 1959-60 high and 
Standard Oil of California is down 33% in the same 
period. Texaco, however, has managed to maintain 
better profit margins and even some growth of 
earnings in the last three years despite the troubles 
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within the industry, and as a consequence is down 
only 16%, or just a little more than the averages 
themselves. 


United Aircraft, the only plane maker in the Dow- 
Jones Industrials, is down 39% from its 1959-60 high 
and a full 50% from its all time peak .Many other 
aircrafts have been similarly depressed. Yet, Martin 
Co., one of the earliest in the industry to begin the 
swing to missiles and electronics, not only continued 
to rise throughout the period of decline in the other 
aircrafts, but has even held its ground in recent 
months. At current prices it is only 16% under its 
all time high—a decline which is a normal expecta- 
tion in relation to the broader movement of the 
averages. 

McDonnell Aircraft, though down 20% from its 
high, has likewise far outperformed the rest of the 
aircraft group. Again, the explanation is simple: 
a unique position in space technology and naval air- 
craft, which bolstered earnings at a time when 
others were faltering. 

But perhaps the best companies to point to in the 
aircraft industry are the three small units that 
specialize in commercial aircraft. Beech, Cessna and 
Piper have all cashed in on the boom in private flying 
and have reaped correspondingly handsome rewards. 
Piper scored record earnings this fiscal year for 
the third year running, reporting $3.50 against 
$2.86 per share last year. The stock, moreover, has 
come down less than 15% from its high. Beech is 
also on its way to another record year, having 
earned $1.40 in the first nine months against a total 
of $1.50 for all of last year. The stock has receded 
about 20% from its high, but part of that was a 
correction of the over-enthusiasm developed when 
the stock split 3-for-1 early in 1960. 

Significantly, Cessna, whose earnings slowed down 
in the latter part of 1960, dropped the most. Nine 
months earnings were only 1¢ ahead of last year’s. 
The stock is down over 25% from its high. 


Star Performers Among the Majors 


While many stocks within the averages have 
declined sharply, several have been superior per- 
formers. American Tobacco, reflecting its steady 
growth of earnings and strong financial position, is 
just about at its high. Moreover—and this is vital 
in an age when many so-called experts deny the 
importance of dividends—even at its present high 
price, American Tobacco offers a liberal 4.5% yield, 
considerably higher than most stocks. American 
Telephone is down only 6% from its high, indicat- 
ing that the public has lost none of its enthusiasm 
for this bluest of “blue-chips.” With a yield now 
well below 4%, however, even Telephone might give 
some ground if the market weakness persists. For 
in recent years the stock has gradually changed 
in investors’ minds from a pure income holding to 
a growth stock. Hence, it has become vulnerable, 
though not seriously so, to a change in investor 
sentiment. 

Procter & Gamble, an exceptional company with 
a record of solid accomplishment that goes back 
many years, outperformed the rest of the market 
through much of this year, although recent set- 
backs have brought it down about 14% from its 





THE MAGAZINE OF WALL STREET 








Gi 




















lown 
ages Best Performers (*) and Laggards (**) In 10 Industrial Stock Groups Which Made 
Their Peaks In Different Years 
Jow- i aga iin as mc i 
‘ Recent 
a Groups That Reached Their Highs In 1956 1956 1957 1958 1959 1960 Price 
1er AIRCRAFTS: 
irtin (*) MARTIN CO. ..... Price Range 45\4- 31 47%- 26'2 367%s- 30 6234- 3234 585s- 36 52 
the | Earnings Per Share  $ 3.73 $ 3.38 $ 4.01 $ 4.34 $ 5.00! 
ued ! Div. Per Share $ 1.60 $ 1.60 $ 1.60 $ 1.60 $ 1.60! 
i (**) LOCKHEED Price Range 58%- 43% 57\- 26 68'%s- 38% 39%4- 245% 32%- 18% 23 
ther Earnings Per Share $2.55 $ 2.76 $ 2.75 $ 1.21 
cent ' Div. Per Share $ 1.20 $ 1.20 $ 1.20 $ 1.20 $ .30- 
- its | ALUMINUM: 
' (*) REYNOLDS METALS ....... Price Range 5634- 30's 43'2- 2134 52'e- 21'2 817%- 435s 71%- 37'8 39 
Cta- Earnings Per Share $ 2.62 $ 2.19 $ 2.24 $ 2.41 $ 1.50! 
the Div. Per Share $ .43 $ .43 $ 43 $ .47 $ .50 
(**) KAISER ALUM. & CHEM. Price Range 70'4- 347% 46%4- 22 47%4- 23 65 - 37 54%- 32 34 
Earnings Per Share $ 2.72 $ 1.59 $ 1.43 $ 1.17 $ 1.20! 
its Div. Per Share $ .86 $ .90 $ .90 $ .90 $ .90! 
the COPPER: 
(*) KENNECOTT COPPER Price Range 14734-113 128%2- 77%2 105%- 75's —-11734- 90"2 1007*- 73% 75 
ple: Earnings Per Share $13.23 $ 7.32 $ 5.44 $ 5.19 $ 7.60! 
air- Div. Per Share $ 9.25 $ 6.00 $ 5.00 $ 6.00 $ 5.00! 
hen (**) INSPIRATION CONSOL.. Price Range 6934- 52% 55%- 25's 43 - 25% 50%- 34% 43%- 31% 32 
Earnings Per Share $ 7.21 $ 3.15 $ 1.87 $ 5.07 $ 4.00! 
Div. Per Share $ 5.00 $ 3.25 $ 1.50 $ 2.50 $ 2.50! 
oo Groups That Reached Their Highs In 1957 
lat OILS: 
ind (*) TEXACO Price Range 697e- 53's 76'2- 54% 89 -55%4 877s- 71's 87 - 64'2 73 
ing Earnings Per Share $ 5.51 $ 5.94 $ 5.24 $ 5.85 $ 6.00! 
rs Div. Per Share $ 2.35 $ 2.35% $ 2.35 $ 2.60% $ 2.80! 
ds. (**) SINCLAIR OIL Price Range 72%4- 55% 68'2- 45'2 66%- 46%: 67%- 48% 55%- 33 35 
for Earnings Per Shore  $ 5.98 $ 5.18 $ 3.23 $ 2.95 $ 2.90! 
nst Div. Per Share $ 3.00 $ 3.00 $ 3.00 $ 3.00 $ 2.00! 
as Groups That Reached Their Highs In 1959 
is AUTOS: 
ng (*) GENERAL MOTORS Price Range 49\4- 40% 47'2- 33's 52 - 33% 5878- 45 557e- 4178 42 
Earnings Per Share $ 3.01 $ 2.98 $ 2.21 $ 3.05 $ 3.40! 
tal Div. Per Share $ 2.00 $ 2.00 $ 2.00 $ 2.00 $ 2.00! 
ed (**) STUDEBAKER-PACKARD . Price Range 10%- 5% Bia- 258 16 - 2% 29%- 92% 24%2- 8% 1 
a Earnings Per Share $46.73 $41.73 $42.08 $ 4.36 $ 75! 
Div. Per Share 
= CHEMICALS: 
(*) UNION CARBIDE . Price Range 1334-103" 124%2- 90 126\%4- 83% — 150%2-120'2 1482-1082 114 
vn Earnings Per Srare $ 4.86 $ 4.45 $ 4.15 $ 5.70 $ 5.70! 
Div. Per Share $ 3.15 $ 3.60 $ 3.60 $ 3.60 $ 3.60! 
ne (**) SPENCER CHEMICAL Price Range 36%- 23% 37%- 22'2 3134- 24% 45'2- 28% 42'- 28 28 
Ss. Earnings Per Share $ 2.37 $ 2.03 $ 1.55 $ 2.26 $ 2.274 
Div. Per Share $ 1.20 $ 1.20 $ 1.20 $ 1.20 $ 1.40! 
STEELS: 
(*) NATIONAL STEEL Price Range 77%- 64 80'%4- 49%2 7734- 47% 98'2- 74% 98'4- 68 72 
Earnings Per Shore $ 7.09 $ 6.13 $ 4.80 $ 7.28 $ 6.00! 
ve Div. Per Share $ 4.00 $ 4.00 $ 3.00 $ 3.00 $ 3.00! 
; (**) CRUCIBLE STEEL Price Range 39%2- 23 40'%s- 16% 29 - 15% 32%4- 25% 297%- 167% 18 
~~ Earnings Per Share $ 3.51 $ 1.73 $ 1.13 $ 1.50 $ 1.20! 
ly Div. Per Share $ 1.50 $ 1.60 $ .50 $ .80 $ .80 
is Groups That Reached Their Highs In 1960 
al FOODS: 
1e (*) NATIONAL DAIRY Price Range 425%- 34% 365s- 33 495%- 3734 54%- 46% 62 - 44% 58 
h Earnings Per Share $ 3.02 $ 3.18 $ 3.27 $ 3.51 $ 3.65! 
Div. Per Share $ 1.75 $ 1.80 $ 1.80 $ 1.95 $ 2.00! 
d, (**) PILLSBURY CO. ....... Price Range 29%%- 201 22'%- 19% 37'e- 21% 4934- 31% 39%*- 31% 37 
n Earnings Per Share $ 2.21 $ 2.02 $ 2.89 $ 3.70 $ 3.03" 
.. 5 Div. Per Share $ 1.25 $ 1.25 $ 1.25 $ 1.36 $ 1.40! 
TOBACCO: 
n (*) R. J. REYNOLDS .............. Price Range 28%- 242 33'%*- 26 45%- 317% 65 - 45% 83 - 55\% 82 
Ww Earnings Per Share $ 2.96 $ 3.08 $ 3.80 $ 4.45 $ 5.00! 
e Div. Per Share $ 1.55 $ 1.65 $ 1.85 $ 2.10 $ 2.60! 
» (**) LIGGETT & MYERS . Price Range 73%- 61% 68" 62% 82%4- 655s 98%%- 80% 91%. 78% 81 
Earnings Per Share $ 6.39 $ 6.85 $ 7.60 $ 7.28 $ 7.25! 
d Div. Per Share $ 5.00 $ 5.00 $ 5.00 $ 5.75 $ 5.00! 
O UTILITIES: 
‘ (*) FLORIDA PR. & LT. Price Range 25\s- 18% 29%- 22% 4534- 27 58%- 42% 68%- 5034 56 
ed Earnings Per Share $ 1.30 $ 1.49 $ 1.75 $ 1.93 $ 2.15! 
r Div. Per Share $ 61 $ .65 $ .76 $ .86 $ .96! 
(**) BOSTON EDISON Price Range 57%- 481% 53\4- 45 60%4- 48% 66'4- 58% 69 - 59% 65 
1 Earnings Per Share $ 3.45 $ 3.12 $ 3.55 $ 3.69 $ 4.00! 
; Div. Per Share $ 2.80 $ 2.80 $ 2.80 $ 2.85 $ 3.00! 
t d—Deficit. 1 Estimated. Year ended 6/30/60. 
2_Plus 2% stock; div. omitted 8/1/60. 5_Year ended 5/30/60. 
z 3__Plus stock. 
5 
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high. This issue, along with other major companies 
in the consumer goods field, provides ample testi- 
mony to the value of including some consumer goods 
companies in every portfolio. 

In the same period, General Foods has receded 
only 5.5% from its all time high; Heinz, less than 
3% ; Sears-Roebuck only 10%; and Woolworth only 
11%. 

The reasons for the outstanding market behavior 
of these companies are all similar. In each case they 
are leading exceptionally well managed companies 
in fields that meet basic consumer needs. Their 
products are not keyed to fads, gimmicks or styling. 
Since they fill basic demands, these companies pros- 
per simply because they give the most value to the 
consumer, and know how to get their product mes- 
sages across. 

P&G, for example, is the nation’s leading adver- 
tiser, keeping the names of its products constantly 
in the public eye. General Foods, not far behind in 
outlays, has also succeeded in making its brand 
names household words throughout the land. Sears- 
Roebuck is undoubtedly the leading innovator in the 
merchandising field, and has an enviable record for 
predicting the dominant trends in consumer spend- 
ing before they develop. 

Thus, it is not merely accidental that these com- 
panies, and the others mentioned, have outperform- 
ed the market. 


How Badly Does a Market Break Hurt? 


Obviously, then, the action of the averages bears 
little relation to the fortunes of most individual in- 
vestors. The owner of nothing but aircraft and alu- 
minum stocks has been hit by catastrophe; the in- 
vestor whose funds are in the high grade food stocks 
hardly knows that there has ben a market break. 
But this diversity of impact has even greater sig- 
nificance, for it explains at least in part why the 
market has not been driven down even further. The 
fact is that many seasoned investors have not been 
hurt much, nor have many of the major investment 
institutions. The reason is fairly obvious under close 
examination. Large, experienced investors almost 
invariably have diversified portfolios, including 
some bonds which lend an element of stability to 
their holdings. But they also usually own the kinds 
of consumer goods stocks we have discussed and 
large amounts of public utilities. The public utilities 
made their highs in 1960, and even today are not 
far below those highs. Where many “growth” in- 
dustrials are down 30 to 40%, “growth” utilities 
such as American Electric Power and Southern 
Co. are down only 8-10%. The more conservative 
utilities are down even less. The importance of this 
distinction becomes clear when one realizes that 
utility stocks represent the largest aggregate value 
of any group traded on the New York Stock Ex- 
change. At the end of September, the combined 
value of all utility stocks traded was over $56 bil- 
lion, or approximately 20% of the market value of 
all listed shares. By contrast, the chemical industry 
represents about $44 billion, oils $33 billion, steel 
only $12 billion, building $4.5 billion and office 
equipment $1.6 billion. 

Thus, while it is true that the chemicals are down 
from their highs more than the averages, and the 
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oils have also suffered sharp reverse, these are the 
only two groups that come close to reaching the ag- 
gregate value of the utilities. Hence, major inves- 
tors, though perhaps hurt in these stocks, never- 
theless have effective offsets in their utility, retail 
trade, food and financial commitments. And these 
groups alone account for 30% of the market value 
of all listed stocks. 

Under the circumstances it is not surprising that 
large investors have not panicked during the de- 
cline nor contributed to the general disillusionment 
that has hit many speculators and relatively new 
investors. In fact, they have not panicked because 
the current situation is nothing new to them. The 
process of ebb and flow of different stock groups is 
always going on within their portfolios. As a mat- 
ter of fact, many large investors, with their enor- 
mous holdings of utilities and the blue chips among 
the food, retail and financial stocks, are better off 
today than ever before. For utility stocks were in 
the doldrums for many years while more exciting 
groups dominated market interest. But now it is 
the turn of the utilities. 


Deception of the Averages 


The above discussion should drive home the basic 
deceptions inherent in any use of averages to depict 
accurately the overall trend of stock prices, or even 
to give an accurate picture of the status of individ- 
ual portfolios. The existence of separate averages 
for the rails and utilities is itself a partial recog- 
nition of this limitation. 

Moreover, the averages fail to give full weight 
to the divergent trends within them. Beyond the 
foregoing discussion of some of the worst and best 
performers in the averages, it should be pointed 
out that the decline since the beginning of the year 
has been the result of the poor action of only half 
of the stocks comprising the Dow Jones Industrials. 
The other half are either higher than at the begin- 
ning of the year, or down very little. 

In some cases, to be sure, such superior perform- 
ance may also be deceptive as a measure of indus- 
try trends. Allied Chemical, for example, one of the 
two chemicals in the Average, is down about 15% 
from its high for this year. Yet Union Carbide, the 
second component in the index, is down 23%; Dow 
Chemical is 25% below its high for the year, and 
Monsanto and Spencer Chemical are each down 33%. 
Obviously, Allied is not representative of the chemi- 
cal group as a whole. 

Once again, good reasons exist for the difference 
in performance, indicating that sound security an- 
alysis can stand the investor in good stead. Earlier 
this year it was pointed out in this Magazine that 
Allied Chemical was reaping enormous benefits from 
its recently completed expansion program and that 
high cash flow would not be offset by equally large 
capital outlays. Consequently, even with a slowdown 
near year end, Allied seems certain at least to match 
last year’s earnings and to report even higher cash 
earnings. Union Carbide, on the other hand, is so 
closely tied to the steel industry’s output that a de- 
cline in operating results was fairly obvious. 

However, the earnings picture only partly ex- 
plains the difference in price movements. Spencer 
Chemical reported $2.27 (Please turn to page 156) 
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off By W. E. GREENING and OWEN ELY 
Mr > This valuable feature was esnecially prepared for us, and represents 
2 the collaboration of Mr. W. E. Greening, a Canadian expert just re- 
turned from a first-hand study of the breadth of a cross-the-country 
power expansion program — and Mr. Owen Ely, recognized as a top 
American authority on public utility investment who has recently 
ii visited the Canadian Northwest. 
ict > It deals with utilities under both government and private operation— 
— the facts on growth prospects in the various areas—and calls atten- 
id tion to the most progressive companies—those having the best earn- 
ol ings potentials 
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ANADA has some of the largest undeveloped 
ht power reserves in North America. The great 
-he rivers which flow through the wilderness of the 
ast Laurentian Shield in Northern Quebec, such as the 
‘ed Saguenay, the Saint Maurice and the Gatineau and 
ar their numerous tributaries, are capable of genera- 
alf ting huge quantities of electrical energy, and the 
Is. same is true of the great waterways which flow 
n- through the mountainous wilderness ef British Co- 

lumbia westwards to the Pacific Coast, such as the 
n- Fraser, the Skeena and the Columbia. 
3 During the past fifteen years, the utilization of 
he power reserves has progressed very rapidly in many 
regions of Canada because of the growth of popula- 
he tion and industry in that country since the end of 
- the Second World War. Total water power installa- 
id tion in Canada more than doubled in the period be- 
f tween 1950 and 1959, and now furnishes 927 of all 
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Pertinent Statistics on 8 Canadian Utilities anc 

_——_— ———_——_—_——— —- ~ — — | ma 

Per Share—— 1960 ‘ 

Latest 12 Months PercentageAverage Price - Indic. pre 

Total Earnings Per Increase Rate Earnings Recent Price Range Div. Div. con 

Revenue Share Over of Ratio Price 1959-1960 Per Yield fiel 

1959 1959 1960 Previous Growth e*) Share * % ma 

(Mil.) Period 1954-59 ' 

NS = ~ por 

ELECTRIC UTILITIES cal 
British Columbia Power .............:...+. $1.95 $2.48% 27.1% 10 13.3 33 4112-314 $1.40 4.2% nt 
Calgary Power ....cc.:-:sss:ssssesssses 961 1.021 6.2 18 20.5 21 1612-24 .40 1.9 Int 
Gatineau Power ...............c0+ 1.122 1.202 7.1 — 17.5 36 48 -33'2 1.60 44 ope 
Quebec Power ............cccceeee 1.112 1.162 44 9 14.2 35 43 -33 1.60 2.1 anc 
Shawinigan Water & Power 712 .807 12.6 8 17.8 26 36'4-24'2 80 3.0 /, 

GAS UTILITIES ; 
Consumers Gas Co. ..........:sssseeeeees 37.1 434 62% 44.1 21 22.5 14 16 -11 40 28 twe 
International Utilities .......... 37.0 1.991 2.131 7.0 9 17.3 37 39 -2834 1.40 3.7 por 
Union Gas Co. of Canada 29.6 615 605 — 3 25.0 15 2014-1234 -50 3.3 por 
*__Estimate of indicated dividend rate. 1_12 months ended June 30. bee 
**—Latest 12 months. =_6 months ended June 30. ma 
3__12 months ended December 31, 1958 and 1959. ton 

412 months ended September 30, 1958 & 1959. C 

5—12 months ended March 31, 1959 and 1960. _* 

_—— _ in 
$1.: 

electrical energy. However, the demand for power reserves are immense, two power systems are in op- this 
is so great and seemingly insatiable that at the pres- eration, one under state control and the other pri- firs 

ent time several vast power projects are in the pro- vately operated. Some of the power reserves of the ed 
cess of completion and are under discussion in the many rivers of this province are under the control and 
provinces of Quebec and British. Columbia. It is of the Quebec Hydro-Electric Power Commission has 
estimated that an average of 3.5 million kw capacity which is operated by the Quebec Government. But for 
must be added annually during the 1960s, but some large blocks of power reserves on several long water- cre: 
of this will be from steam generating stations. ways are under the control of private power com- 6% 
Thus the Ontario Hydro Electric Power Commis-  Panies, of which the most important is the Shawini- whi 

° » ° . ° ° ° e ” > ‘ . 

sion, facing the end of economical hydro sites within #an Power Corporation. com 
engpier ye reach, has ge — eee ee This corporation controls extensive power re- “’ 
oe coa _ ning “yo = yaad - ong ga serves on the upper reaches of the St. Maurice River , ; 
Atomic Energy of Canada to build a 200,000 kw which flows into the St. Lawrence at the city of “te 
atomic reactor. ia _ Three Rivers about midway between Quebec City ug 
However, there are a number of big hydro proj- and Montreal, and it operates a series of nineteen are 
ects being considered in eastern Canada. Some 4.7 power houses along this waterway in a region about chai 
million kw is reported available on the Hamilton one hundred miles north of Three Rivers. These Q 
River in Labrador, and a huge project is under way power stations serve the whole industrial region of by | 
to build sixteen miles of dykes, dams, and tunnels, the St. Lawrence River Valley between Montreal has 
etc., to develop this power. The difficulty is the dis- and Quebec City, where there are several industrial rou 
tance from a market for the power—some 600-1200 centers of great importance, including Three Rivers, cree 
miles away. This situation is also a deterrent to Shawinigan Falls and Grande Mere. Shawinigan S 
building the huge tidal power project at Passama- Power has two large subsidiary companies, South- —e 
quoddy, first proposed by President Roosevelt in the ern Canada Power, which serves the heavily indus- — 
1930’s and recently revived. trialized region of the Eastern Townships between Thi: 
British Columbia is one of the most rapidly-grow- the St. Lawrence River and the New England states, mg 
ing sections of Canada because of its huge natural and the Quebec Power Company, which serves Que- ot 
resources. The Columbia River flows from Canada bec City and the region along both shores of the St. Cas 
down into the U.S. Northwest, furnishing tremen- Lawrence River below Quebec City. The combined — 
dous amounts of power to our utilities in that area. electrical systems of these three corporations serve oe 
An International Commission has been working on More than 476,000 customers in the province of bloc 
the problem of further power development along Quebec, spread out over an area of more than 31,000 C: a 
the Canadian portion of the river, which will also Square miles. od 
substantially increase the power available to utilities In addition, the Shawinigan Power Corporation oe 
in Washington and Oregon; part of this additional controls Shawinigan Chemicals, with plants in On- — 
‘cine ai a . eT ‘, ° ° Mi . ° . . . 4 
power W ill be credited back to Canada (it is pro- tario and Quebec, which is one of the leading chemi- Co 
posed) if and when the big development is com- cal manufacturing companies in Canada. It is the _ 
> 7 . . . “4° c SU 
pleted. largest producer of calcium carbide in the British Its 
Both Government and Private Operation of Utilities pana and one of the largest producers of up 1 
In t] pee . - vinyl acetate in the world. Shawinigan Chemicals in In 1 

‘ n the province of Ontario, all the power sites and_ turn has a controlling interest in a number of sub- this 
> ra »yre « Qyrir rar ara sy a ae . - Re . ‘ 
o oer and mal keting of power are unde? sidiary and associated companies in Canada, the ties 
a oo y he _ ee corporation, United States and the United Kingdom, which are vine 
in “ a ydro- ulectric Power Commission. But engaged in the manufacture and sale of various 196¢ 
1 the neighboring province of Quebec, whose power chemical products. These include Canadian Resins of $ 
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and Chemicals and St. Maurice Chemicals, which 
manufacture a wide variety of general chemical 
products and resins. Shawinigan Chemicals also 
controls Shawinigan Resins with plants at Spring- 
field, Massachusetts and Trenton, Michigan, which 
manufactures resins and vinyl products. This cor- 
poration is owned jointly with the Monsanto Chemi- 
cal Corporation. Shawinigan Chemicals also has an 
interest in the Mid West Carbide Corporation which 
operates calcium carbide plants at Keokuk, lowa 
and Pryor, Oklahoma. 

The Shawinigan Power Corporation also has a 
twenty percent interest in the Hamilton Falls Cor- 
poration, of which the British Newfoundland Cor- 
poration is the major owner, and which has recently 
been formed in Canada for the exploitation and the 
marketing of the huge power reserves in the Hamil- 
ton River in Labrador, as referred to above. 

Shawinigan’s share earings increased from 48¢ 
in 1949 to $1.60 in 1958; in 1959 they receded to 
$1.45, but are expected to recover 


Power Commission representing mainly compensa- 
tion for properties expropriated or to be purchased ; 
these funds have been invested in high-grade bonds 
until needed for construction. The company is claim- 
ing additional allowance from the Commission. 
In Western Canada 
In western Canada private utilities have done 
most of the hydro development, the British Columbia 
Power System being the largest system in this area. 
Many new industries are now growing in the south- 
ern regions of this province which are heavy users 
of electric power, such as pulp and paper mills, 
mining enterprises, etc. Furthermore, the new power 
projects which British Columbia Power is discussing 
at the present time on the Columbia, the Peace and 
the Fraser Rivers, will increase very greatly the 
power capacity of this province. It has been esti- 
mated that the Columbia River project alone would 
yield more than one million kilowatts of firm power. 
And the completion of these 








this year to the 1958 level (in the 


™ projects would in turn attract 





first half of 1960, 80¢ was earn- |} 
ed compared with 71l¢ last year | 
and 83¢ in 1958). The Company | 
has estimated that the demand f 
for power in its area should in- | 
crease at an average rate of about 
6% annually over the next decade _ | 
which should help maintain the | 
company’s status as a growth | 
company. The stock formerly sold _ ]| 
at a high multiple of earnings, 
but has declined from last year’s 
high of 3614 to the recent price 
around 26 on the Montreal Ex- 
change. 

Quebec Power (55% controlled 
by Shawinigan Water & Power) 





Electric Power Installations | 
— Quebec — | 

1950 — 6,372,812 h.p. 
1955 — 7,957,657 h.p. 
1956 — 8,489,957 h.p. 
1957 — 8,979,857 h.p. 
1958 — 9,857,607 h.p. 


Electric Power Installations 
— British Columbia — 
1950 — 1,284,208 h.p. 
1955 — 2,271,460 h.p. 
1956 — 2,514,960 h.p. 
1957 — 3,122,460 h.p. 
1958 — 3,310,460 h.p. 


new industries to these compara- 
tively undeveloped regions of the 
province, which would create im- 
portant large customers. 

Almost the entire huge power 
reserves of British Columbia are 
under the control of British Co- 
 lumbia Power Corporation and 
its subsidiaries. British Columbia 
Electric has a chain of power 
houses on some of the large rivers 
in Southern British Columbia and 
on Vancouver Island, and mar- 
kets both electrical power and 
natural gas to consumers in the 
city of Vancouver, with a popula- 
tion of over four hundred thou- 














sand, and to many other com- 





has also had an excellent growth 
record, share earnings having in- 
creased from $1.17 in 1951 to $2.41 in 1959. 
Second in importance to Shawinigan Power 
among the private power corporations in the pro- 
vince of Quebec is the Gatineau Power Company. 
This controls a chain of large power plants on the 
Gatineau, which is one of the large tributaries of 
the Ottawa River and which flows into it from the 
north near Hull, Quebec opposite the Capital of 
Canada. This company distributes power to com- 
munities in the Ottawa River Valley in an area with 
a radius of five hundred miles. It also sells large 
blocks of power to the Ontario Hydro-Electric Power 
Commission on the other side of the Ottawa River 
and to some of the big pulp and paper mills in this 
region of Northwestern Quebec. Because of increas- 
ing demands for power in this region of Eastern 
Canada, the earnings of Gatineau Power have shown 
a steady upward curve during the past few years. 
Its earnings per share on the common stock went 
up from $1.30 in 1951 to a high of $2.55 in 1958. 
In 1959 there was a decline to $1.99 a share, but 
this was largely due to the expropriation of proper- 
ties of this company in New Brunswick by the Pro- 
vincial Government there, and the prospects for 
1960 look good. The company has received a total 
of $10,243,000 from the New Brunswick Electric 
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munities. British Columbia Elec- 
tric Railway operates railways, freight services and 
trolley coach and bus systems in the Vancouver and 
Victoria urban areas. 

3ritish Columbia Electric recently made arrange- 
ments with the West Coast Transmission Company 
for the distribution of natural gas from the Peace 
River region to residential and commercial and in- 
dustrial customers in the Vancouver area, and the 
market for this fuel is rapidly growing in this whole 
district. 

British Columbia Power System serves one of the 
fastest growing regions in the whole of Canada, 
and to keep abreast of this expansion it has spent 
$634,000,000 on new plant and equipment since the 
end of World War II. During the period between 
1949 and 1959 its annual sales of electricity in- 
creased by three hundred percent and its sales of 
natural gas by nine hundred and eight percent and 
its total number of electricity and gas customers 
rose from 287,000 to 441,000. System revenues have 
increased every year since 1934, and doubled in the 
past eight years. 

In addition, British Columbia Power, through its 
subsidiary Western Development & Power, is ac- 
tively interested in far-reaching power projects on 
the Fraser tiver and (Please turn to page 149) 
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WASHINGTON 





LEPRECIATION allowances for tax-paying purposes is 
perhaps tops on the agenda of the House Ways and 
Means Committee as it early next year tries to over- 
haul and revise the presently cumbersome and con- 
tradictory Internal Revenue Code. This, by the way, 
is from the Committee Chairman, Rep. Wilbur D. 
Mills (D., Ark.), who has previously said that the 
present arbitrary depreciation schedules set up in 
1933 are not realistic and take no recognition of the 





WASHINGTON SEES: 


Cold war intensification between now and end 
of the year is definitely in the making. This was 
presaged by Nikita Khrushchev’s October 7th de- 
mand for a post-election summit conference on 
Berlin. There is some surprise that K. did not an- 
nounce a Russo-East German peace treaty as his 
grand finale before departing the United Nations 
scene. 

Defeated in his efforts to dislodge Secretary 
General Dag Hammarskjold and substitute a Com- 
munist-dominated triumvirate, vastly irritated by 
“eviction” of Soviet diplomats from the Congo, 
and failure to completely win over the newly- 
independent nations of Africa, Khrushchev is cer- 
tain to step-up his efforts to upset U.S.-Free World 
equilibrium. 

Most of the cold war threats and irritations will 
materialize during what the Red dictator hopes 
will prove a vacuum between the November 8 
election and the January 20 inauguration of a 
new President. 

In the background — and from reliable intel- 
ligence sources — is Khrushchev’s fear that his 
gigantic Red Chinese ally may get out of control, 
may trigger the all-out war that Russia does not 
want, is not ready for. In fact, insiders here be- 
lieve Mao Tse-Tung is more of a Khrushchev prob- 
lem than the vaunted socialist-capitalist battle 
that he has talked of since his arrival at the top 
Kremlin spot. 











BY “VERITAS” 


age in which we live — an age in which today’s 
miracle is tomorrow’s obsolesence. All branches of 
government — Legislative, Executive and Judicial — 
realize that current depreciation allowances are in- 
adequate to economic growth in an era when foreign 
countries increase their invasion of domestic mar- 
kets. There is rapidly growing acknowledgement 
that more realistic depreciation schedules are needed 
if an annual new capital input of $9 billion is to be 
readily available. Labor will support! 

SOUTH moves ahead. The recent advice to “save your 
Confederate currency because Dixie rides again” is 
getting considered attention here — not because the 
Confederate money will ever attain its face value, 
but because the South is showing industrial, personal 
income, and residential construction advances of 
significance. In 1959 personal income in the South- 
eastern States moved up seven percent, second only 
to the nine percent increase in the far west. In the 
1954-1957 period, new plant construction in the nine 
South Atlantic States moved up 82 percent while the 
national advance was only 48 percent. Experts here 
assign three reasons—more favorable year-round 
climate, a stable labor force of native-born citizens, 
and state right-to-work laws which deter union dom- 
ination of management’s functions. 

DEBATES — Kennedy and Nixon — do not register 
highly here. Capital City newsmen who have “cov- 
ered” both candidates on their campaign tours, as 
well as seasoned politicians of both Parties, describe 
the first television “set-to” as innocuous and bearing 
the stamp of properly rehearsed theatricals. The 
second (Oct. 7) was, the newsmen and politicians 
say, “an improvement, but still lacking the fire and 
enthusiasm — by either candidate — needed to sway 
the electorate one way or the other.” There is also 
the opinion that the touted TV appearances will not 
have any material effect on the final results election 
day. This pessimistic view is based on past experi- 
ence and analyses which indicate that the electorate 
mind is made up about six weeks prior to election — 
that nothing short of a war, an overwhelming scan- 
dal, or glaring blunder by one candidate or the other 
can change voter minds, now solidified. 


THE MAGAZINE OF WALL STREET 














7s 
of 


n- 
on 
Lr- 


nt 


be 


1g 


1d 








Too Close For Comfort. This is an accurate four—word 
Summary of official Washington's reaction to our eight—vote 








margin of victory over Red China's admission to the United 








Nations. Pessimists incline to belief that within another 





year we definitely will command only a minority in the 





World organization, pointing up that our tally of 42-34 





(with 22 abstentions) was a percentage position of only 











42.8 in the 99—member body. Further, it is feared that 





Ghana, presumably within the Communist orbit, will, within 





another year, persuade the new African nations to vote 








against this country when the next effort to bring 








Red China into the U.N. is made. In the background is a 
growing feeling that James J. Wadsworth, our Ambassador to 





the U.N., is less effective than was former Ambassador 




















Henry Cabot Lodge, now the GOP nominee for vice president. 





Recession-Depression Talk Mounts In Top Ranks Of Organized 


Labor. It is part of the AFL—CIO's campaign pitch in support 


of the Kennedy—Johnson ticket. Since even 
before the nominating conventions, AFL-CIO 
publications for their membership have 
been talking of an impending recession. 
From here on out and right up to November 8 
the labor papers will sing a mounting chorus 
— not only on the recession note, but on 
depression as well; all to be blamed on the 
present Administration and with the warning 
that conditions will become far worse if 
the GOP ticket wins. Admittedly, there is 
Spotty employment and there will be some 
































over the next few months, but career 
economists with the government, beholden 
to no political party, see some leveling 
of the economy but of only mild recession 
proportions. 

















Hoffa Presents Political Paradox. While AFL-CIO 
leaders are going all—out for Kennedy- 
Johnson, stabbing violently at the 
Nixon—Lodge ticket, tough little Teamster 
boss James R. (Jimmy) Hoffa blasts 
Kennedy, but gives no direct support to 
Nixon. In fact, his publication, "The 
Teamster," which condemns Kennedy as a foe 
of the union, says no word in favor of the 
GOP nominee. Careful analysis of the Hoffa 
political pronouncements reveals him to 
be less concerned with the Presidential 
sweep—Stakes than with the Congressional 
(House and Senate) selections. In short, 
Hoffa is waging an all-out split ticket 
campaign, urging his members to forget the 
two top candidates and concentrate on 
electing "friendly" legislators "who can 
pass the pro—labor bills, even over a 
Presidential veto." Hoffa's stance is 
disconcerting to the AFL—CIO, generally 
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supporting Kennedy—Johnson, for the reason 
that his 1.6 million membership is not only 
widespread | but because about three of 
every seven members are continually 
traversing many states, thus with ample 
opportunities to blast the Democratic 
presidential nominee and his record 

in Congress. 








Postal Service Continues To Lag. Despite 
millions Spent for electronic Sorting and 
distribution equipment in metropolitan 
centers and mail transfer points, post 
office officials concede continued 
unreasonable mail delays, blaming the 
Situation on the human element — failure 
of collection workers and carriers to 
adeguately perform their tasks. There is no 
question of an early Congressional 
investigation, but beneficial results are 
doubtful according to a Capitol Hill veteran 














blame upon his colleagues, rather than 

upon management of the P.O. Department. 

He explains it this way: Despite competitive 
examinations for employment and promotion 
our postal service is aS “patronage 

ridden today as 40 or 50 years ago, and 

99% of the patronage pressure originates 
with members of both Houses." 











Rural Electric Cooperatives Get Into Campaigns. 
Association, one of Washington's largest, 
and wealthiest lobbies with more than 
4.2 million members across the nation is 
now definitely pro-Kennedy. Although NRECA 
has not editorially endorsed the Democratic 
nominee —— as have the governing officers 
of the AFL-CIO — its membership publications 
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adroitly “compare records," of the two 
parties on public power issues and matters 





Movement. And the quote is one froma key 
personality in the upper echelons of 








relating to Rural Electrification, primarily 
the continuing battle to bring interest 
rates on REA loans up to that paid by 
Treasury on public borrowings. Rates to 
the co-ops is 2% — Treasury's average 
cost has been 3%% and slightly above. 
Despite fact that more than 95% of the 
country's farms are electrified, demands 
for REA's 2% money mount as the co-ops 
build telephone systems and expand their 
production facilities. 






































Vets’ Educational Costs To Curve Downward. 
With current fall enrollment under the 
"Korean GI Bill" down 40% from last fall, 
Veterans Administration officials privately 
predict the figure will move further 
downward before year's end because of a 
high rate of "drop outs." Partially 
countering the favorable cost picture is 
the newer, but smaller War Orphans Education 
program with an enrollment increase from 
last fall's 9,000 to approximately 12,000 
this fall. 











U.S. Helicopter Production Certain To Mount. 
This iS considered a certainty by Federal 
aviation agencies and the industry itself. 
Although the number now in operation is 
small (slightly less than 1700), 82% are 
U.S.—built. Foreign operators, with orders 
on file here for 105, are turning more and 
more to American builders because of greater 
reliability and durability of the U.S. 
product. A step—up of oil exploration, both 
here and in the Middle East, is expected 
to materially boost demand within the next 
few months. Paradoxically, employment 
in the civil aircraft industry is showing 
declines while value of civil aircraft 
deliveries moves up at about $10 million 
a month. 























Congressional Campaign Funds At Low Ebb. 
And this is true of both Parties. Most of 
the Capitol Hill candidates attribute the 
condition to the intense interest in the 
Presidential campaigns, plus ever— 
mounting costs of radio—television time 
and all other advertising media. Although 
none of the would—be solons will quit 
because of straitened circumstances, many 
— excepting the "darlings" of organized 
labor — have been forced to sharply reduce 
their campaign appearances, especially 
radio and television. 











General Electric Strike “Crucial” To Entire Labor 
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organized labor. Pessimistically, he 
declares that rank—and—file membership 
of the International Union of Electrical, 
Radio & Machine Workers (IUE), headed 
by James B. Carey, also an officer of the 
AFL—CIO's Industrial Union Department, 
were not "overwhelmingly" in support of 
Carey's demands on the company. It was also 
hinted that Carey, apparently frustrated 
by lack of unanimity among the locals 
on the strike issue, has tolerated "if not 
encouraged" picket line violence. 
Naturally, the AFL—CIO is supporting 
the IVE — morally and with funds for 
idle workers, "but some of us foresee 
another strike of the proportions of the 
Kohler—United Auto Workers brawl." Carey, 
it will be recalled, wrote all Members of 
the House who voted for the Landrum 
Griffin labor reform measure, promising 
labor would not forget "its enemies" during 
the current election campaigns. In 
summary, it may appear that Mr. Carey is 
a sort of "Peck's Bad Boy" in the 
House of Labor. 



































Foreign Trade Balance To Continue Improvement. 
This is the considered opinion of neutral 
government experts here, and is grudgingly 
admitted by top figures in two or three 
organizations which have campaigned 
against our reciprocal trade programs. 
With imports down slightly from last year, 
and exports moving above imports, there 
is considerable optimism that the next 
i2 or 15 months will bring an even brighter 
picture. 

In the meanwhile, interested Government 
Departments and private organizations are 
readying a campaign to convince U.S. 
manufacturers (not now in foreign trade) 
to actively seek foreign markets — to 
get busy and put "drummers" in the far 
corners of the earth, "especially the 
countries which have newly won their 
independence, and are bound to be in the 
market for the superior, more durable 
products of American factories." 




















Broadcasters Look To The Future. Election of 
Suave and personable Gov. LeRoy Collins 
of Florida to the Presidency of the National 
Association of Broadcasters is regarded 
as extremely "smart." His gracious 
persuasive personality can do much to 
smooth the going for the industry if it 
gets "bumpy" in the next Session of Congress. 
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American Chicle 


& Singer Manufacturing 


2 ESTABLISHED COMPANIES 
IN NEW PHASE OF GROWTH 


By ROBERT B. SHAW 


N an era of guided missiles, electronic mail-sorters 
I and devices that will give change for a dollar 
bill, chewing gum and sewing machines are mundane 
items. Yet they possess more than romance—because 
the development and growth of these every-day 
products are a part of our way of life. 

More importantly to investors, these companies in 
two diverse fields performed outstandingly—and 
while American Chicle has enjoyed the happy combi- 
nation of steady growth with very considerable re- 
sistance to cyclical fluctuations, Singer Manufactur- 
ing has suffered vicissitudes in recent years but has 
staged a remarkable comeback in what has now 
become a competitive field due to resourceful and 
aggressive management. Both illustrate the role of 
competent leadership in expanding markets in a 
revolutionary age, translating sales volume into 
profits in the face of strong competition in their 
own fields and in meeting the competition from 





OCTOBER 22, 1960 









rival products striving for a share of their markets. 
Chewing Gum Industry 


The modern chewing gum industry, according to 
tradition, originated from a chance observation by 
Thomas Adams, founder of Adams & Sons, the oldest 
predecessor firm of American Chicle. Back in 1869 
Adams happened to see the Mexican leader, Santa 
Ana, chewing a gum-like substance which, upon 
investigation, proved to be Chicle, a milky flow 
derived from the tropical sapadilla tree. It first oc- 
curred to Adams that this substance might be a 
substitute for rubber, but further work suggested 
that it was better suited for replacement of the 
paraffins and spruce gums which American work- 
men were already chewing. Adams was thus the 
pioneer in introducing the type of flavored gum so 
familiar today. 

Three companies, Wrigley, American Chicle and 
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major product, the 5¢ package 
= of gum, is firmly fixed by cus- 
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ing the introduction of more 
efficient machinery and the 
substitution of synthetic chicle 
for the natural product. Al- 
though the 5¢ subway fare is 
now only a dim memory, and 
the “colas” long ago abandoned 
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Beech-Nut Life Savers, in order of importance, now 
dominate the chewing gum industry; Chicle pos- 
sesses about a quarter of the total market. The 
manufactured product is composed about 80° of 
sugar, corn syrup and flavoring and only 20% of 
gum bases, but the latter, coming principally from 
Mexico and Guatemala, is about seven times more 
expensive than sugar by volume, and therefore com- 
prises the major element in raw material costs. A 
current tendency for the substitution of synthetics 
for the natural gum has reduced the former depend- 
ence upon imports, with their related problems of 
large inventories and price fluctuations. 

Perhaps to the surprise of many investors, chew- 
ing gum consumption has increased considerably 
more rapidly than smoking during the past decade. 
From 1949 to 1959 cigarette consumption—admit- 
tedly the comparison is blurred by the shift to king- 
size brands—increased 15%; during the same in- 
terval the per capita consumption of chewing gum 
is estimated by the trade to have advanced 40°. 
The chewing gum habit is, of course, much less 
conspicuous than smoking, and has not been con- 
fronted by any similar opposition on the basis of 
health or morals. More significantly to investors, 
it is much further from market saturation, as only 
an estimated 10% of the population accounts for 
75% of current sales. 


American Chicle’s Interesting Position 


Chicle is, as stated, the second largest chewing 
gum manufacturer. Its well-known brands include 
Dentyne, Black Jack and Beeman’s. Foreign opera- 
tions contribute about 25% of consolidated sales and 
are generally highly profitable, although trouble is 
encountered in recovering earnings from certain soft 
currency countries such as Brazil and Argentina. 

What is even more impressive in American Chicle’s 
record than its steady sales growth has been the 
consecutive advance in its profit margin since 1952. 
This is indeed a formidable accomplishment when 
it is recognized that the price for the company’s 
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(Dealer prices were, however, 
lifted from 55¢ to 60¢ per box 
of 20 packs earlier this year, 
| largely on the basis of heavier 
| promotion costs being incurred 
| by the manufacturers.) 
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Undoubtedly the simple stick 
of chewing gum familiar to our 
grandparents is one of the con- 
sumer products that has changed the least in ap- 
pearance over half a century. This should not be 
taken as evidence that the process of manufacture 
has not been vastly improved within this period. 

> But also important in Chicle’s future earnings 
picture is the introduction during the past decade 
of several new products with a particularly favor- 
able sales potential. These items include Chlorets, 
a chlorophyll chewing gum selling for 15¢ a pack, 
brought out in 1952. After the vogue for chlorophy!! 
products tapered off almost as abruptly as it had 
begun, sales of Chlorets did drop sharply, but sub- 
sequently they leveled out and, within the past three 
years, have resumed an upward trend. 

& A second promising new product is Rolaids, 
a medicinal candy for the relief of stomach distress 
and nervous tension, and a third, only just intro- 
duced, is Certs, a mint breath sweetener. 

& Items other than chewing gum now contribute 
about 20% of sales volume, with an annual rate of 
growth in excess of that for chewing gum. The 
company possesses research facilities of its own, 
and it is natural to expect that still other products 
along the proprietary line will be brought out. 
Chicle’s existing distribution system and its famili- 
arity with the drug trade obviously offer it great 
advantages in the marketing of such items. 


Future Opportunities 


Certain guideposts as to future sales and earnings 
trends can be discerned. First of all, the domestic 
population is growing at about 214% per year. Gum 
sales have been increasing at a slightly more rapid 
rate, suggesting a slow penetration of the vast, non- 
gum chewing majority of the public. Any develop- 
ment which might promote the more rapid invasion 
of this market would have a direct impact upon 
earnings. Meanwhile, medicated items should con- 
tinue their superior rate of growth. 

The foreign market offers particularly interesting 
possibilities. It must be admitted that in our middle 
class society a certain prejudice exists against gum 
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chewing. This affectation is — 
lacking in most foreign coun- 





SINGER MANUFACTURING 


SMF— 





| 
. ee 
+++ 





tries, especially South Ameri- | } 
| 


Jj 
iit 
Lilt 
| 








‘a, where Chicle is strongly [— b ! 
ntrenched, and it seems pos- | IS 
sible that the use of gum could | T a“ 
yecome much more nearly uni- | | i: 
versal than it is here. I | y 

As a small number of large | | | 


manufacturers dominate the 


} } } | 
| | | | 
| | | | 
; } } | + } 
Sr Ree RN ERE: ROME Nee 4 if 4 } + 70 | 
} } } } | I 
ot + 


= Sew es eee 











shewing gum field, competition 
is expressed through advertis- | 








ing and promotional schemes 

















































































































































































































| } Fi 
rather than by price cutting. Hatt hy l ; 
The machinery used is expen- | Hetty ; ip} — t~— #0 
sive enough to discourage any 4} ht ‘Ih te ‘it ] 
constant infusion of new en- } —~--++--—— Lilt at I i i 30! 
trants into the field. 

Past experience has shown | | THOUSANDS OF*SHARES | f a 
that gum chewing isa strongly 7 T Sy a SS! NR + | Ran at \ Tat 
indoctrinated habit on the part | | nt Hh | 
of its devotees, and sales vol- | 1 } Fe Lt + +t HHT on | 
ume is therefore even less vul- tht Rutten i 
nerable to recessions than that | Ser tial Hii iti | HRT tt i EET ERE til 
of soft drinks or candy. In 1949 cst uta oath 1951 | 1952 1953 | 1954 | 1955 1956 | 1957 | 1958 1959 | 1960 

. ~ gs ‘ales poaay 3.43 | 4.18 | 4,17 4.12! 2,52| 2.64] 4,03 | 4.25] 4,02) 2,41) 4,12) x1,90 ie 
br ief, Chicle appears to com . ' 2:00 | 2.05] ~ 2:20] 2.20 2201 fon] 
bine very encouraging earnings [733.1 | 92.2 1225.3 | 253.3 |268.3 | 281.1 | 300.1 | 309.2 [313.4 | 305.2°] 332.4 | wouncann 
possibilities with a relatively - x - Six Months 


firm base in the event of some general adversity. 

It would be a violation of all accepted definitions 
to describe a chewing gum manufacturer as a 
“growth company,” but otherwise Chicle’s recent 
earnings record would almost put it in that category. 
It is not necessary to argue about definitions to 
recognize its encouraging prospects. The issue has 
shown considerable resistance to the current market 


decline, and is not cheap either in terms of past 
price range or as a multiple of 1960 estimated 
earnings ($3.30 pershare), but possesses invest- 


ment merits that are difficult to find just now. 


The Old Pro — Singer Mfg. 

Far removed from the simple stick of chewing 
gum selling for a penny to satisfy a momentary 
impulse is the household sewing machine, which 
has been described by one economic historian as 
second only to the plow in its significance to human 
progress. Consequently, Chicle has very little in 
common with Singer Mfg., the world’s leading 
producer of sewing machines, other than the facts 
that both are long-established companies and both 
serve the consumer field. Although the sewing 
machine would ordinarily be regarded as a more 
essential item than chewing gum, Singer’s recent 
difficulties demonstrate that economic importance 
is not by itself an absolute assurance of financial 
success. 

But let’s look very briefly at the company’s earlier 
progress. Founded in 1851, and incorporated 12 years 
later, Singer performed the double accomplishment 
within three quarters of a century of makine the 
sewing machine the world’s most widely distributed 
factory product and itself the best known American 
company in the foreign market. 

Singer salesmen, with a message of higher living 
standards and emancipation of women, penetrated 
the Asiatic steppes and the upper reaches of the 
Amazon many decades before modern foreign aiders 
appeared on the scene to distribute handouts or 
instruct in technical progress. (Only last year the 
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company received a partial recovery of Russian 
assets sequestered during World War I.) 

Not only were machines marketed throughout the 
world, but manufacturing facilities, including an 
important, 67% owned affiliate in Scotland, were 
established in strategic foreign countries. Among 
other distinctions Singer possesses a dividend record 
unbroken since 1863. 


Increasing Competition 


As long-time investors in the company are aware, 
this prosperity was terminated by difficult problems 
and declining earnings after World War II. In large 
measure the company was a victim of its 
SUCCESS. 

It succeeded handsomely in making the sewing 
machine a universal household appliance. But al- 
though Singer always stresses its own name, price 
is naturally a major determinant in the purchase 
of an item as expensive as this, and consequently 
when low-cost, foreign manufacturers were finally 
able to develop efficient machines in recent years the 
market which Singer had created was vulnerable to 
rapid invasion. 

The consequences of this competition were sudden 
and sad. Singer’s share of the domestic market alon® 
declined from two thirds to one third between the 
end of World War II and 1959; the interlopers 
consisted of a flood of Necchis from Italy, Pfaffs 
from Germany and Elnas from Switzeriand, in the 
quality field, together with a particularly heavy 
volume of price-cutting models from Japan. 

The necessity for meeting foreign competition in 
the domestic market cut the company’s return on 
investment to no better than railroad levels. The 
foreign market, which has typically contributed 
about half of Singer’s sales, was almost as hard 
hit, and it is estimated that the Japanese captured 
69° of the world market. The effect of these de- 
velopments upon Singer can be illustrated succinctly 
by pointing out that, whereas its stock reached $126 
a share on an adjusted basis in 1929, it has heen 
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Long-Term Income Data | 

American Chicle Co. Singer Manufacturing Co.—— 

Deprec. Net Net Cash Deprec. Net Net Cash | 

Net and Net Profit Earnings Earnings Net and Net Profit Earnings Earnings 

Sales Amort. Income Margin Per Per Sales Amort. Income Margin Per Per 

(Millions) Share Share (Millions) _ Share Share | 

1960 (Ist 6 Month:) N.A. N.A $4.7 N.A. $1.67 N.A. $245.6 N.A. $8.4 $3.4% $1.90 NA. | 
1959 $68.7 $ .9 9.2 13.3% 3.21 $3.52 496.1 11.7 21.3 4.3 4.12 7.38 
1958 64.3 8 8.4 13.1 2.95 3.26 361.8 11.6 10.8 3.0 2.41 5.26 
1957 62.2 6 8.0 12.8 2.81 3.01 358.6 9.2 18.1 5.4 4.02 6.08 

1956 54.1 4 6.5 12.0 2.28 2.44 363.8 9.1 19.1 5.2 4.25 628 | 

1955 50.8 6 5.9 11.7 2.30 2.57 354.0 10.1 18.1 5.1 4.03 6.29 

1954 49.4 6 5.8 11.7 2.23 2.48 333.9 10.4 11.8 3.5 2.64 4.96 

| 1953 47.6 6 4.6 9.7 1.79 2.03 328.9 10.0 11.3 3.4 2.52 4.66 

| 1952 47.8 5 4.1 8.5 1.58 1.77 324.8 9.1 18.5 5.7 4.12 615 | 
| 1951 33.3 5 4.1 10.8 1.60 1.83 307.8 8.9 18.7 6.1 4.17 6.15 
1950 35.1 5 4.8 13.6 1.85 2.06 N.A. N.A. 18.8 N.A. 4.18 N.A. 
| 10 Year Average . $51.8 $ 6 $6.1 $11.7 $2.26 $2.49 $358.8 $10.1 $17.4 4.5% $3.67 $5.91 

N.A.—Not available. | 

















selling in recent years no higher than the 40’s 
or 50’s. 

Singer was not, of course, the only domestic 
company to suffer from the intensive competition 
described. All other American companies have, in 
fact, abandoned the fight, leaving Singer a lonely 
survivor in the field. 


Was Singer Too Sure Of Itself? 

While Singer’s problems were certainly formida- 
ble, it is hard to avoid the conclusion that its dif- 
ficulties were aggravated by some relaxation on the 
part of management, arising perhaps from satisfac- 
tion over earlier accomplishments. Jmmediately 
after the war, seeking to capitalize on the immense 
pent-up demand, Singer swung back into production 
with its prewar models. The European firms were 
naturally delayed in resuming production, but when 
they did so (in 1948, in the case of Necchi) their 
machines incorporated several attractive innova- 
tions still lacking on the Singer. Notable among 
these was the “zig-zag,” a device for embroidery 
stitches, with which Singer had experimented in 
1934 on its British models, but then dropped as far 
as its household models were concerned. Necchi 
made this improvement the feature of its American 
advertising program. 

Singer also constantly ridiculed the cut-price 
Japanese machines, suggesting that they would 
probably break down very promptly, when their 
owners would then become converts to Singer qual- 
ity. Although the excellence of the Singer machines 
was above question, it should have been apparent 
that many purchasers did not value quality to that 
extent. 

An old-fashioned attitude was also evidenced in 
certain practices that would be noticed by stock- 
holders. Until just a few years ago Singer put out 
only an extremely brief financial report devoid of 
eny real information about its operations. Most of 
the officers were elderly men. 

Then Came The “New Look” 

The picture just described has, however, changed 
substantially since 1956. This was evidenced most 
concretely by thorough management changes in 
1958, including the elevation of 43-year old Donald 


Kircher to the presidency and the promotion of 
other younger men into more responsible positions. 

Among tangible steps to improve its sales posi- 
tion has been the introduction of Singer’s own zig- 
zag, the “Slant-O-matic,” with a clear superiority 
over foreign machines, in 1957. This has had an 
almost immediate effect in the form of cutting im- 
ports from Italy. And, without abandoning its tra- 
ditional emphasis upon quality, Singer has also 
brought out a simple, straight-stitch model priced 
at around $70, which will compete closely with 
Japanese machines. 


Beginnings Of Diversification, Too 


Although Singer has always been a thoroughly 
integrated company, manufacturing its own motors 
and cabinets, and even controlling timber lands and 
short-line railroads, its fortunes have depended ex- 
clusively upon sales of its single well-known product. 
The company shows no tendency now to follow the 
path of frantic, helter-skelter merger and acquisi- 
tion, but within the past(Please turn to page 153) 
























Balance Sheet Data 
American Singer 
Chicle Co. Manvufact. 
Co. 
12/31/59 12/31/59 
(Millions) 

Common Stock and Surplus ...................... $ 42.3 $305.5 
I I st scctanasiecinn a... None None 
OL ree None $ 39.7 
Cash and Marketable Securities ............... $ 18.2 $ 73.4 
I $ 15.0 $163.9 
TI |. oc cnccaccnenancrpanistlitoumpesinbin $ 4.0 $167.0 
EEE ES ee ree $ 37.3 $404.4 
Current Liabilities ..... $ 10.5 $ 72.0 
Net Working Capital $ 26.8 $332.4 
Grand Balle GEA, Go CA) ...ccccrencesscceseese 3.5 5.6 
IID sci ieecisicnasinvinicsnaiineensanneneil $ 10.5 $ 82.4 
SEROTEC sae heer wanton ee $ 54.1 $522.7 
Book Value Per Common Share ............... $ 15.06 $ 70.69 
Earnings Per Share 1959 .............c00c-see0 $ 3.21 $ 4.12 
Recent Price of Common Stock ................. 61 58 
I SNES TRIIIIEDD ccssccisscneciveneosconsoncnstnecs 19.0 14.0 
Indicated Current Dividend ......... $ 2.00 $ 2.60 
ER ame : 3.2% 4.4% 
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Why GOLD STOCKS in 


By NORMAN SCHIFF 


> Why the few cents rise of gold on the London market is not 
the forerunner of a higher price for gold in the intermediate 





MAIN ARE STILL 
SPECULATIVE 


& Where a boost in the gold price would only have a temporary 
ameliorating effect and benefit the wrong countries at our 


expense 


& Varying status of individual companies as gold producers 
and under investment diversification 


OLD stocks, generally relegated to a secluded 
niche in stock market interest, have suddenly 
been thrust to the forefront of worldwide investment 
attention. In dramatic counter-moves to the market 
as a whole, gold shares recently jumped to new 
peaks on turnovers which resulted in golds dominat- 
ing the most actively traded list on the New York 
Stock Exchange for 3 consecutive sessions. 

This rise has actually been preceeded by several 
months of significant developments within the noble 
metal group. Civil disturbances in South Africa kept 
the kaffirs in the limelight for many a month. The 
unsettled conditions there did not prevent record 
earnings achievements and increased dividend dis- 
bursements from the mines, but did keep equity 
values low as a result of constant selling pressure. 
With the relaxation of tension in South Africa, the 
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spotlight shifted to North America where Canada’s 
pride, the Kerr-Addison mine, shocked the invest- 
ment public with a startling statement, to the effect 
that exploratory drilling in deeper horizons had 
revealed a shrinkage of ore which threatened the 
continuation of the company’s rate of milling. The 
disappointment accompanying this news was in 
sharp contrast with the optimism with which the 
deeper drilling program had been initiated, and 
together with Homestake’s discouraging deep. drill- 
ing results, was enough to tarnish gold stocks for 
what promised to be a long time to come. 

The long time was hardly six months gone, how- 
ever, before the recent boom errupted. In tke face 
of some of the sharpest stock market reversals in 
years, gold equities listed on the New York Stock 
Exchange soared into new high ground. In Canada, 
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the Toronto gold index jumped more than 7 points 
in one week to post its biggest individual weekly 
gain in more than a decade. 

The fact that gold stocks moved counter-trend to 
the market is not surprising in itself. Gold stocks 
have a habit of acting that way. What was somewhat 
of a surprise to most, was the vigor which accom- 
panied the price movement in the face of the dis- 
couraging news with which the industry had come 
to be associated during the previous several months. 


Reasons for Current Interest in Gold 


What is behind this attention now directed toward 
the gold stocks and is it likely to continue? One 
factor is the uncertainty regarding the nation’s level 
of economic activity for the remainder of this year 
and next. Evidence has been accumulating for some 
time that the “Golden Sixties” were not going to 
start off quite as golden as originally expected. 
Gross national product estimates, national income 
figures, tax receipt projections and other forecasts 
of economic activity have been revised downward 
in line with the lower than expected rate of the 
nation’s economic growth. So long as inflationary 
forces dominated the economy, gold stocks were 
neglected and while the rest of the stock market rose 
under inflationary pressure, the golds fell behind. 
But, as apparently is the case at the moment, when 
inflationary influences start levelling out and reces- 
sionary signs become visible, gold stocks are eagerly 
sought after and their values rise as the market in 
general declines. The reasons are obvious. During 
periods of declining prices, a fixed price product, 
such as gold, becomes extremely valuable. With 
lower labor costs, lower material. costs and an en- 
larged labor supply, a gold mine with guaranteed 
markets and prices can become a highly profitable 
venture. 

There are not too many today who expect a sus- 
tained severe downtrend in economic activity over 
the next 18 months. A moderate slowdown, perhaps, 
but not a major decline, what with all the built- 
in props and the willingness on the part of the 
Federal Reserve to take the necessary steps in ar- 
resting any recessionary movements. 


Effects of a Gold Price Increase 


The major factor then, behind the gold stocks’ 
recent performance very obviously is associated with 
the increasingly popular theory—and hope—that a 
gold price rise is inevitable and imminent. A price 
hike from $35 an ounce to $50, or perhaps $70 an 
ounce would have an instantaneous effect on gold 
producers. With a stroke of a pen, the value of a 
company’s product would be automatically increased 
by 50% or 100%. Furthermore, the new price of 
gold would put additional millions of tons of rock 
into the category of proven commercial ore, easily 
surpassing the probable results of years of effort 
and expense on the part of geologists and engineers. 
This addition to ore reserves while certainly advan- 
tageous, could nevertheless result in an immediate 
reduction of output, a possibility that is seldom 
recognized by the public. The apparent paradox of 
reduced production in the face of higher prices is 
easily explained. The answer lies in the mining 
operation, whereby lower grade ores would be 
processed, necessarily resulting in a reduction of 
output. This is a point often overlooked by market 
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analysts in their attempts at estimating the profit 
potentials of different gold producers under various 
gold price conditions. Nevertheless, there is little 
doubt that the effects of an increase in the price 
of gold can be anything but favorable to the mines. 


Factors Affecting Gold Price Rise 


While gold bug adherents are gaining strength 
and added voices warn of the necessity for a gold 
price increase, monetary officials remain adament 
against such a move. They cite the improving bal- 
ance of payments position, with latest estimates 
placing this year’s deficit at around $214 billion; 
not nearly as bad as last year’s $4 billion figure, 
but certainly bad enough. The nation’s gold supply, 
they claim, still is in adequate condition even though, 
at less than $19 billion, it is at its lowest level in 
more than 20 years. Furthermore, in what appears 
to be a crucial argument, the monetary experts point 
out that a gold price increase would help those na- 
tions that least need it. Russia, believed to rank 
second to South Africa in terms of production, and 
second to the U.S. in size of its gold hoard, would 
be one of the major benefactors of a price boost, 
gaining at the expense of the underdeveloped nations 
of the world. Finally they argue, a gold price in- 
crease would have at best only temporary amelio- 
rating effects on the basic underlying economic 
problems. 

Against this now familiar stand by the nation’s 
monetary managers, is the increasing evidence that 
all is not as placid as our fiscal experts would have 
us believe. The gold loss continues unabated, and 
indeed is gaining momentum. The recent outflow of 
$181 million worth of gold was the largest single 
weekly outflow in close to 20 years. With foreign 
short term dollar assets approximating $21 billion, 
it is clear that the U.S. gold stock would be insuf- 
ficient should these foreign loans be called and gold 
be demanded in settlement. The “hot money” flight 
from this country to centers of higher interest rates 
could be just that, or possibly a flight of money for 
safety and protective purposes. Only time and a 
narrowing of the U.S. and European interest spread, 
will tell. 


The Basic Problem 


The heart of the gold problem lies in the persistent 
deficit in the U.S. balance of payments position. The 
unchecked inflationary expansion during the post 
war period is reaping some of its deadly after-effects 
with U.S. goods increasingly being priced out of 
world markets. Thus, the shrinking margin of the 
U.S. favorable trade balance is reducing the eco- 
nomy’s ability to shoulder its huge foreign economic 
and military assistance burdens. Moreover, while the 
previously mentioned reduction in the U.S. balance 
of payments deficit this year is encouraging, it 
should be noted that the 50% estimated improve- 
ment is partially accounted for by the fact that 
exports this year will be augmented by several large 
non-recurring items. Thus, for 1961 and beyond, 
the absence of these large exports could return the 
U.S. to its more normal larger deficit position. 

The urgency with which the State Department is 
pressuring other countries to expand their foreign 
aid programs and defray the heavy burden on the 
U.S. economy would belie the apparent laissez-faire 
attitude of our monetary authorities with regard to 
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‘ ££. ne ——— —— 
Essential Statistics on Leading Gold Producers 
Total Costs Revenues 1959 Indic. _ 
Revenues Per Per Gold —Earnings Ptr Share Div. Recent Div. Price Range 
1959 Ton Ton Prod. Ist 6 Months Per Price Yield 1959-1960 
i (ooo) (Milled) (Milled) (ooo) 1958 1959 1959 1960 Share 
' itn, nn (Oz.) 1960 * 
Amer.-South African Invest. Co... $ $ $— $ 521 $1.34 $ 63 $.73 $ .40 24 1.6% 34%- 18 
Campbell Red Lake 5,467 8.52 21.29 162.3 .40 42 21 .20 .40 15 2.6 146 - WW 
Dome Mines ...... en 5,871 7.77 9.09 173.9 -93 .97 43 45 70 23 3.0 24%- 16 
Giant Yellowknife Mires .......... 7,7082 12.04- 21.21° 230.42 39° 442 45 12 3.7 13%- 6% 
Hollinger Cons. Gold Mines . .. 12,322 9.24 9.77 278.8 .96 1.13 .27 .22 -63 20 3.1 36%- 19'2 
>| Homestake Mining Co. .................. 26,088 8.91% 11.65 573.4 2.05 2.20 62 73 2.00 46 43 49\4- 37 
Kerr-Addison Gold Mines ......... . 19,125 6.35 11.50 567.3 1.01 1.08 55 58 .80 13 6.1 21'2- 10% 
|| Mc Intyre Porcupine Mines ............ 9,608 9.37 10.35 228.4 1.01 1.05 49 41 1.00 27 3.7 33%s- 21% 
*__Estimate of indicated dividend rate. 1__Period 9/23/58 to 12/31/58. | 
2—Year ended June 30/59 and 1960. 
1] 3 Approximate. 


























this problem. Assurances made by the directors of 
the International Monetary Fund, in their recent 
rebiew of the gold problem, however, indicates that 
realistic efforts are being made to solve the problem 
through our foreign aid program. 

But so far very little that is clear or definite 
suggests a near-term gold price boost. Pressure ob- 
viously is mounting for an eventual increase in the 
gold price, but such a drastic move can be forestalled 
by many developments. If the Federal Reserve is 
successful in moderating the inflationary pressures, 
thus permitting U.S. products to compete more 
effectively in international trade, or if other nations 
can be pursuaded to significantly defrav our burden 
of foreign aid obligations, or if foreign interest rates 
are reduced sufficiently to discourage the flight of 
money from the U.S., the pressure on gold will be 
considerably reduced. 


Effects on Stock Market 


It is understandable, in the light of the mass con- 
fusion with respect to gold, that stocks react sensi- 
tively to any development that breaks sharply with 
customary performances. Because of gold’s unique 
role as the world’s monetary base, such developments 
are generally learned, not by charting long term 
trends, but rather through dramatic and sudden of- 
ficial announcements. The sudden nature of such in- 
formation accentuates the sharpness of the break 
with the past and intensifies the public’s eagerness 
to make definite investment decisions. A purchaser 
of gold stocks, therefore, is often walking a tight 
rope if his main objectives are limited to shorter 
term developments. In most instances, and certainly 
for the more conservative investor, a fundamental, 
analytical approach to gold stocks will prove more 
rewarding. Our attention is thus immediately limited 
to the major gold producers with assured ore re- 
serves and established earnings and dividend re- 
cords. 

Homestake Mining.—In North America, the fore- 
most company and the oldest major producer in 
operation, is Homestake Mining. In 1959, the com- 
pany produced the greatest amount of gold in its 
82 year history, recovering 573,384 ounces, worth 
more than $20 million. Earnings over the past 
several years averaged around $2.15 per share, with 
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annual results varying only slightly from that aver- 
age figure, an excellent achievement during a very 
inflationary period. Diversification into uranium 
operations initiated about 6 years ago helped main- 
tain the earnings stability, but as revenues from 
this source contributed barely 15% to total 1959 
income, the major causative factor is more probably 
the amazing success achieved by the company in 
reducing its operating costs. 

The mine’s future was somewhat darkened when 
deep drilling results several years ago proved disap- 
pointing, but since that time further efforts have 
encountered a sizable body of ore of better than 
average grade. Except for a brief period during 
W. W. II, dividends have been paid each year since 
the company’s birth, in 1878. The current $2.00 rate 
has been maintained for 7 years. Each $1.00 per 
ounce increase in the price of gold would boost the 
company’s earnings by 28 cents per share on a 
pre-tax basis. 

Kerr-Addison.—A close rival to Homestake’s pre- 
mier position in North America is Canada’s low 
cost producer, Kerr-Addison, which last year pro- 
duced a record $19 million of bullion. Earnings of 
this Noranda controlled company reached a record 
$1.08 per share in 1959, surpassing the previous 
peak of $1.05 achieved in 1956. An 80 cent dividend 
has been paid since 1951, and provides a yield of 
close to 6% at current prices. The company, because 
of its low operating costs, receives no cost-aid as- 
sistance from the Canadian Government and is, 
therefore, permitted to sell its bullion on the open 
market. With the London price of gold stepping up 
recently to $35.25 per ounce (compared with the 
official U.S. buying price of $34.91 per ounce), in- 
creased revenues may be derived because of its non- 
subsidized position. 

Hopes of eventually surpassing Homestake were 
ayparently dashed last Spring when narrowing ore 
widths were revealed at the 4,400 foot level and 
below, indicating a possible shrinkage of ore with 
depth. However, more testing is required before 
definite conclusions can be drawn and, as good mines 
die hard, Kerr-Addison, one of the best, could come 
back to life. 

Dome Mines, one of the major Canadian producers, 
now derives the larger (Please turn to page 154) 
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Can DEPARTMENT STORES 
MAINTAIN their PROFITS POSITION? 


By EDWIN CAREY 


» Where impact of economic adjustment on sales — plus higher costs — show 
some disappointing second quarter earnings 

& Companies in process of readjusting real estate holdings and leases as they 
spur or realign suburban expansion plans 

® Where a banner fourth quarter could solve many problems — companies in 
the best position — those not so well situated 


customer’s man in a well known New York 

A brokerage house recently complained in rather 
loud tones to the partner in charge of research that 
he had been overwhelined with requests for good 
defensive stocks. “Even my most aggressive traders 
have thrown up their hands and on Blue Monday, 
when the averages dropped 15 points, were asking 
about food stocks, utilities, and retail stores.” But 
he went on to complain that the food stocks are 
already bid up too high, utilities are not cheap, and 
the retail stores are not acting as defensive as they 
should. “I’ve about run out of ideas,” he concluded. 
This, of course, is a common ailment in an un- 
certain stock market. Department store stocks, often 
regarded as defensive income issues, have been under 
pressure along with the rest of the market, and their 
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reputation as a haven against the market is open to 
question. However, at the currently lower prices 
the yield on some is inviting and the growth record 
of a few others like Federated or Associated Dry 
Goods, continues good. In addition the near term 
cutlook may be slightly improved, as a number of 
leading retailers look for a record fourth quarter. 
Sears, Roebuck, for example, with a 3.2% sales gain 
over last year for the eight months ended September 
30 expects a 5% increase for the year as a whole. 
The fourth quarter, of course, is most significant, 
as Christmas buying usually gives retailers the lion’s 
share of their annual profit. (In 1959-60, for ex- 
ample, Allied Stores derived 72% of its total per 
share earnings in the fourth quarter alone; for 
Associated the ratio was 53%, and for Federated 
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_ Statistics on 14 Leading Department Stores | 


—— - Ist 6 entho——_—— - Full ‘Veur- ——— Indic. 
Net Profit Net Per Earned Per Cash 1960 Price Div 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1959 1960 1959 1960 1959 1960 1958 1959 Per Share Per Share 1959-60 Price % 
-—— (Millions) —— % % 1959 
I II cciidocasnapsineionnnisaion $289.0 $291.6 5% 1% $ 43 “$ 01 $4.18 $5.17 $8. 07 $3.00 6134- 41'2 44 68% | 
W.C. (mil.) ‘58—$138.9; ‘59-$145.9 
ASSOCIATED DRY GOODS . 123.1 123.8 9 1.8 1.01 1.10 4.15 4.78 6.80 2.50 72'2- 44 65 3.8 | 
W.C. (mil.) ‘58—$71.2; ‘59-—$77.2 
BEST & CO. : . 84 18.5 2.9 2.4 91 .76 2.93 2.88 3.74 2.00 41%s- 32'2 33 6.0 
W.C. (mil.) 58- $11. 9; 3 “59 $11.9 
city STORES . ; 119.5 118.8 942.1 43.4 4.10 4.15 90 1,03 2.39 1.002 18%- 14% 15 6.46 
W.C. (mil.) ‘58-$65.6; '59-$60.4 
FEDERATED DEP’T. STORES ........ 319.7 341.0 3.1 2.9 1.21 1.16 1.82! 197! 2.50! 1.10! 35'2- 25% 34 3.2 
W.C. (mil.) ‘58—$146.2; ‘59-$157.5 
GIMBEL BROS. ae : 178.6 178.0 1.3 1.2 1.13 1.02 3.85 4.82 8.09 2.20 6534- 365 53 4.1 | 
W.C. (mil.) ‘58-$85.6; ‘59-$89.0 
INTERSTATE DEP’T. STORES 369 417 d3 4.05 4.42 2.06 4.11 6.49 1.20% 47'2- 282 42 2.8 
W.C. (mil.) ‘58—$13.6; ‘59-$12.8 
MACY (R. H.) & CO. nam ... 368.14 396.14 1.8 1.9 3.474 3.741 3.29 3.76 6.53 2.00 47%- 37 41 4.8 
ter W.C. (mil.) ‘58—$67.8; ‘59-—$67.5 
j MARSHALL FIELD & CO. . 98.1 99.4 1.9 2.0 86 -95 3.51 4.51 6.63 2.50 55%%- 42'4 48 5.2 
j W.C. (mil.) ‘58—-$61.9; ‘59-$62.9 
MAY DEPT. STORES - = 299.4 298.0 1.9 16 76 .61 2.90 3.28 5.03 2.20 53%- 41 46 47 
4 W.C. (mil.) ‘58—$120.8; ‘59-$218.0 
te MERCANTILE STORES ........ 70.4 71.9 1.7 1.4 .82 .70 2.88 3.38 5.00 1.65 38 - 29% 33 5.0 
W.C, (mil.) ‘58—$26.0; ‘59-$32.7 
MONTGOMERY WARD & CO. ... 546.9 567.2 1.9 8 78 .34 2.08 2.28 2.88 1.00 53'2- 27 28 3.5 | 


W.C. (mil.) ‘58—$566.5; ‘59-$541.0 
———— - | 


Z, PENNEY (J. C.) CO. ......... 599.3 6093 32 27 79 67 =—-1.90 209 255 150 45 -32% 39 38 
4 W.C. (mil.) ‘58-$206.7; ‘59-$222.0 
“ —T | 
SEARS, ROEBUCK & CO. ..... 1,840.9 1,904.1 41 3.2 1.02 97) (2.21 264 3.06 145 59-39% 50 29 | 


w.c, (mil.) ‘58— $1, 136.1; ‘59 $1, 199.6 


1—Based on 2 for 1 stock split effective Sept. 29, 1960. +39 Weeks ended April 30 


*—_Estimated of indicated dividend rate. 
*—1Includes $.25 optional cash or stock. 


W.C.—Working capital. 





d—Deficit. 3__Plus stock. 

Allied Stores: Compeny “having serious problems with several large R. 0. Glace: taternal cconcmies end further vuilllastion of credit enles 
downtown stores. May require careful managerial attention. B4 should help. BI 

Associated Dry Goods: New branches now contributing to earnings. Marshall Field: Has some buffer against price cutting with its quality 
Store opening costs incurred on only three units this year. Al store and high grade merchandise line in Chicag¢ B2 


May Department Stores: Better geographical diversification through me rger 
2 


Best & Co.: Profit margins lower this year, but dividend looks reasonably 
with Hecht Co., Washington, D. C. and Florida acquisition 


secure. 
City Stores: Exponsion continues in the general area of smaller specialty Mercantile Stores: Addition of new units through 1960 may add sub 
stores. B2 stantialy to sales 2 

Federated Department Stores: Earnings held up well when put to tes Montgomery Ward: Despite dividend cut and drop in stock, still worth 

in second quarter, confirming company’s favorable record. Al holding for longer term benefits from $500 million expansion program } 


Gimbel Brothers: Larce shopping center store opened in Paramus, N. J New stores require time to reach profit basis. B4 | 
May toke a few years to contribute to earnings. BI J. C. Penney: Further expansion of credit and enlargement of stores 


Interstate Department Stores: Rapidiy expanding in discount stores. Man should help earnings improve over the long run. Al 
agement has made some optimistic projections, but stock is speculative. Sears Roebuck: Allstate insurance continues to show gratifying earnings 
gains. Store exponsion program sound and aggressive 
































C2 

RATINGS: A— Best quae. c- Speculative. 1 improved « earnings trend. 3—Earnings up from the lows. 7 
to B—Good grade. D—Unattractive. 2—Sustained earnings trend. 4 Sewer earnings trend. 
es = . — —— 
rd 46%.) This is the quarter in which high volume quarter was a good one it is commonly thought that 
ry covers overhead and other fixed costs by something it would have been even better but for the steel 
m | to spare, although in cases where cost ratios are low’ strike; this supplies further indication that this 
of | the other quarters may also contribute importantly year may continue to show gains over last year. 
rT. | to annual earnings. The weekly sales tabulations make interesting 
in reading. During the early spring the tre 

y é > trend in sales 

er | The Trend This Year was continually upward—sometimes by 6% or more 
e. | The trend this year in department store sales, over last year. The late Easter was a good one, and 
t, reported weekly by the Federal Reserve Board, has the dropoff in sales after Easter was not as abrupt 
8 been one of the few economic sign posts that has_ as usual, a fact ‘singled out by some retailers as being 
K- pointed upward, if only slightly, rather than con- bullish for the summer season. Shortly after Easter 
or sistently downward. In the period January through most department store stocks reached their 1960 
Dr September department store sales have been running highs, but then, in the late spring and early sum- 
“d % ahead of last year. While last year’s fourth mer, minus instead of plus signs began to appear in 
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the weekly comparative sales figures. In some cities 
sales were soft indeed, which often indicates price 
cutting as retailers try to move their seasonal in- 
ventories. By mid-September the 14 leading depart- 
ment store equities shown in the accompanying table 
were down 14% from their highs, about the same as 
the Dow Jones Average, and destined still to slip a 
little more. Rumors of a poor second quarter were 
confirmed in early September as earnings reports 
began to come in. President Morton May of May 
Department Stores expressed the problem succinctly 
saying that the unexpected lag in the general eco- 
nomy combined with unseasonally cool weather in a 
number of key cities to retard sales of summer 
merchandise and, further, that many retailers, ex- 
pecting a good second quarter, began charging off 
costs of suburban expansion more heavily against 
this quarter. 

In September total department store sales showed 
three consecutive weekly declines, but in the fourth 
week turned abruptly around with 9 of the 13 
reporting cities suddenly showing a gain over a year 
ago. Of special interest is the 6% year to date gain 
shown by New York, clearly better than the coun- 
try’s average and of help to stores like Best’s and 
even R. H. Macy or Associated Dry Goods whose 
large New York stores are important in overall 
results. By contrast such cities as Dallas, St. Louis, 
Atlanta. Richmond, and San Francisco have shown 
a declining trend or a tendency to weaken from 
earlier levels. 

Will Credit Continue To Help Sales Growth? 


The growth in credit is showing signs of leveling 
off, with most of the leading department stores 
reporting that 50% to 60% of total sales are now 
credit sales. Five years ago the active promotion 
of credit was just beginning, but now one wonders 
how much of a growth stimulus this factor can be 
expected to provide in the future. 

Specific stores may, however, still benefit from 
credit promotion as a new sales tool. J. C. Penney 
continues to add credit to its chain of 1,687 junior 
department stores. Perhaps closer to a variety chain 
than a department store chain, this organization did 
raise some quesion as to the applicability of credit 
to low ticket merchandise. But even the variety 
chains, specifically Woolworth, are now experiment- 
ing with credit, and it has made an upgrading of 
merchandise possible. This is desired since the higher 
priced items carry a wider profit margin and, in 
the case of apparel, are usually less vulnerable to 
price cutting. By the end of 1960 about 700 Penney 
stores will offer credit, with expansion to all stores 
expected by the end of 1963. 


R.H. Macy is another department store that was 
a little tardy in setting up a credit plan, but like 
Penney it was late for a special reason. The credit 
plan, now in full swing, was a sharp departure from 
its long-standing policy of “D. A.” Accounts in which 
the customer was required to deposit money before 
making a purchase. Thus Macy has changed from 
“cash and carry” to credit, skipping over the inter- 
mediate step of 30-day charge accounts. The expecta- 
tion is that credit sales will reach 50% to 65% of 
total sales before long, although a 30-day charge 
account is now available to customers who do not 
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want to pay the 112% per month interest charge. 
Trend of Sale And Lease-Back Reversed? 


Chairman Fred Lazarus of Federated continues 
as one of the pillars of the school that a retailer 
should invest as much of his funds as possible in 
retailing—hence sell the store building, lease it back 
and put the proceeds of the sale into merchandising 
rather than bricks and mortar. Lazarus is careful, 
however, to sell property only when the time is right 
and the price is right. In a move to the suburbs 
Federated will frequently option or buy a tract of 
real estate, plan a shopping center, then sell the 
property at a profit to a developer, leasing back part 
of the property for a store in a deal especially de- 
signed to give the store a low annual occupancy cost. 

Morton May takes the opposite view. He feels that 
a shopping center including a May Store as an attrac- 
tion creates an economic value that in time becomes 
far greater than the cost of the land or building. To 
sell such property before it gains its real value, he 
Says, is an economic waste. In addition, by owning its 
own buildings May has the advantage of considerable 
depreciation charges and hence a substantial cash 
flow. (In 1959 May renorted cash earnings of $5.17 
per share, well over reported earnings of $3.28. The 
5.4% ratio of cash earnings after taxes to sales is 
one of the highest in retailing and more typical 
perhaps of a chemical company.) Bluntly stating 
that he is opposed to sale and lease-back Mr. May 
considers it only a temporary method of financing 
that “deprives the store of a valuable growing 
asset.” Further, the tax advantages of leasing instead 
of ownership are fictional and there is little freeing 
of capital because the funds are committed to a long 
term lease. Since lease payments are very similar to 
interest charges on a mortgage, why not own the 
store and get the advantage of depreciation charged 
against taxable income? 

This is an interesting divergence in management 
policy between major stores, and the controversy 
may never be settled. Several key stores that had 
joined the trend toward sale and lease-back now 
have, however, reversed their policy in favor of 
ownership. R. H. Macy has recently favored owner- 
ship over a past tendency to lease. Earlier this year 
it commented that ownership in the Garden State 
Shopping Center in New Jersey has been profitable 
indeed, generating cash earnings of $1.2 million 
against a reported taxable net of only $100,000. The 
company’s one half interest in two California shop- 
ping centers will show little in the way of reported 
earnings, typical of real estate subsidiaries, but 
cash earnings will be substantial in future years. 
teal estate subsidiaries now total a $15 to $18 mil- 
lion investment and include land around shopping 
centers as well as interests in the actual centers. 
But Fred Lazarus might still comment, and receive 
no argument, “You’re drifting away from the retail 
business you know so well—you’re now in the real 
estate business.” 


A Trend Toward Electronics in Retailing 


Another interesting trend arises from the need 
to cut costs, and has led to the adoption of RCA and 
IBM computors to handle accounting systems that 
are now complicated (Please turn to page 150) 
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Prospects for the 


FINANCE COMPANIES 


aan Looking to the year ahead 


By STEPHEN L. RAYMOND 


& Rising consumer debt — but payments at record — effect on 
individual company earnings of lower borrowing rates — de- 


pending on expiration date of loan . 


. . trend toward diversi- 


fication of activities and expansion into new fields — insurance 


— factoring 


& Varying earnings position and outlook for the individual com- 


panies 


HE “experts” seem uncertain about a good 

many things these days. The state of the econo- 
my in particular receives the “uncertain” treat- 
ment in many of the learned treatises on the sub- 
ject reviewed recently: uncertain as to whether we 
are in a recession right now, will be next year or, 
perhaps, will experience no downturn at all. One 
large sector of the economy does seem certain, how- 
ever, and has shown little evidence of being con- 
cerned about the coming months. The consumer is 
still buying and is confident enough of the future 
to buy on credit and in large amounts. Total con- 
sumer credit outstanding now stands at the $53.9 
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billion dollar level, up $1.9 billion this year and 
$5.1 billion dollars above a year ago. This year’s 
advance has not been at the record-breaking pace 
seen during the summer and fall months of 1959 
but represents, nevertheless, significant gains. 
Purchases of automobiles on time accounted for 
the bulk of outstandings added to consumer credit 
totals this year. Federal Reserve Board figures 
show that over 60% of all new car sales continue 
to be on a time-credit basis and it is estimated that 
even a larger portion of used car sales are on a 
similar basis. Personal loans have again shown 
good growth, representing another major portion 
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of the overall increases in consumer credit so far 
this year. 

Yes, consumers are adding to their debt burden 
in substantial amounts. On the other side of the 
coin, the consumer is repaying his debts at record 
rates, too. Repayments in July on instalment credit, 
for example, reached almost the $4 billion mark, an 
all time monthly high. Another plus factor in this 
picture is the record level of personal income, a 
measure of the money people have to spend. The 
annual rate of personal income in July (seasonally 
adjusted) soared to $407 billion, up $1 billion from 
the June rate and some 6% over the annual rate 
of the corresponding period last year. 

The finance companies this year have managed 
to capture a slightly larger portion of this credit 
market. Their share now stands at 36% of instal- 
ment credit outstanding, as compared with 35% a 
year ago and also at the close of 1959. The share 
held by commercial banks, principal competitors of 
the finance companies, has dropped modestly over 
these same periods. 


Fluctuation in Borrowing Costs 


Stripped to essentials, the finance company is 
borrowing money on one hand and lending it out at 
higher rates on the other. Borrowing costs, typi- 
cally accounting for about one-third of expenses, 
are a major influence on earnings. During the busi- 
ness downturn in the summer months of 1958, com- 
mercial paper—a principal source of money for the 
larger sales finance companies—was being placed 
at rates as low as between 1% and 132%. Rising 
steadily since that low point, rates on finance paper 
hit levels of 444% to 514% in January of this year. 
The impact of these rising money rates upon the 
income statements of finance companies has been 
pronounced. Interest expense reported by C. I. T. 
Financial Corp. in the first six months of 1960, for 
example, was 43% above the same period a year 
ago; Associates Investment showed a 47% year-to- 
year rise; Pacific Finance Corp. was up 36%; and 
so on down the line. It is significant that in spite 
of this sharp gain in interest burden, earnings were 
well maintained. 

Since early this year, money rates have shown a 
generally declining trend. Financial paper is now 
around the 3%-314% mark. The prime business 
loaning rate has been lowered also from the 5% in 
effect for almost a year to the present 4%. Easing 
borrowing costs should materially aid results during 
the balance of the year. In its mid-year report, 
Commercial Credit Co. pointed out, “Because over 
50% of our borrowings are on a short term basis, 
we feel that additional benefits will accrue as 
maturing commercial paper is replaced at lower 
rates.” This should not be an isolated case by any 
means. 








Compact Car Cuts Credit Accommodation 


Reports this year point up some interesting in- 
dustry trends. The small compact car which has 
caused such an upheaval in the auto industry 
(Magazine of Wall Street, September 10, 1960) is 
making itself felt in the finance field, too. The sales 
finance firms are discovering that original balances 
of new car transactions are smaller—the compact 
car’s lower price tag leaves less to be financed. As 
a result, a larger number of transactions are neces- 
sary to maintain volume. The Federal Reserve 
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Bank of Chicago recently stated, “The compara- 
tively low prices of the smaller cars, the impact 
they have had on the values of used cars and a 
pickup in the popularity of six-cylinder engines and 
manual shifts, at the expense of eights and auto- 
matic transmission in the standard sized new 
models, appear to have spelled lower prices on the 
average, enabling the car buying public to get bet- 
ter mileage out of instalment credit.” 


Pioneering In New Fields 

Diversification continues as an industry watch- 
word. One of the more interesting moves was the 
purchase by Beneficial Finance Co. of control of 
Western Auto Supply, basically a retail trade oper- 
ation. This is not as far afield as may appear at first 
glance, for a relatively large percentage of Western 
Auto’s sales are made on a time-credit basis. The 
problem of financing the high costs of education 
has not been bypassed by the industry. C. I. T. 
Financial Corp., one of the first in this area with 
its tuition plan, may soon be followed by other in- 
dustry majors. Fertile foreign fields have also 
attracted attention, with C. I. T. joining American 
Express to form a unit eventually to offer financial 
services in the United Kingdom and Europe. Com- 
mercial Credit Co. has become associated with the 
Amstel Club, a group of European finance companies, 
in an effort to gain representation where none exist- 
ed previously. Leasing of large and expensive equip- 
ment such as construction machinery and industrial 
time sales have become of more importance to the in- 
dustry. Leasing is of particular interest as the com- 
mercial banks are not, as yet, involved in this area. 

The personal loan business continues to reward 
the consumer finance firms with growing earnings. 
Of importance here has been the trend toward 
larger loaning limits. It costs about as much to 
service a $100 loan as one five times as large. This 
year, New York State has changed its laws to pro- 
vide for an $800 loan under the so-called small loan 
laws; the previous limit was $500. The State of 
Kentucky also has raised its limit to a similar 
amount. 


Affiliated Insurance Earnings 


The sales finance company not only lends you 
money to buy the auto but sees to it also that the 
car is insured, as well as the borrower’s life 
through credit life insurance to the extent of the 
amount owed. Usually, wholly owned subsidiaries of 
the finance company handle these insurance func- 
tions and profits from these operations have made 
significant contributions to earnings in recent 
years. Due to increased income taxes resulting 
from the Life Insurance Tax Bill of 1958, earnings 
from credit life insurance currently are not as 
handsome as these operations have previously been. 
Fire and Casualty insurance earnings are running 
about on a par with last year. On balance, insur- 
ance operations will add less to overall results in 
1960 than 1959. 


Factoring Companies 


The commercial financing-factoring companies, 
James Talcott, Inc. and Walter E. Heller and Co., 
are both enjoying particularly fine years. The first 
half results showed a better than 20% gain over a 
year ago by each firm. Specializing in credit risks 
and services which the commercial banks do not 
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ict ordinarily handle has proved highly profitable. company noted that operations were being con- 
a ducted in 553 offices in 39 states, thus representing 
nd Market Action Favorable one of larger small loan systems. Plans oan under 
-0- From a market viewpoint, finance shares have way to expand into North Dakota this year. 
WwW shown a mixed performance this year. As a group, After a decade of rising earnings, Associates In- 
he 1owever, they have fared rather well in light of the vestment Company has come upon less profitable 
t- reneral decline in security prices since the begin- times. Since 1957—-when peak earnings of $6.11 
1ing of the year. Acknowledging good earnings per share were recorded—earnings have fallen to 
zains, both Talcott’s and Heller’s price action has around the $5.00 mark. In 1950 they will probably 
een particularly rewarding to their stockholders. even be something less than this level. Diversifica- 
h- Commercial Credit Company has shown one of the’ tion moves are taking the form of an expansion of 
he better gains in the sales finance group. Among the’ small loan operations and an emphasis upon the 
of small loan companies, Household Finance Corp. and relatively new area of financing heavy truck ma- 
T- Beneficial Finance Co. have given the better per- chinery and equipment. New offices also are being 
‘st formances. Seaboard Finance Co. American Invest- opened in the faster growing western states. Asso- 
mn ment Co. and Family Finance Corp. have continued ciates may be in a period of consolidation and 
he to move within relatively narrow ranges. digestion as efforts are being made to resume the 
yn Dividend returns for the finance group are pattern of earnings growth interrupted several 
¢ attractive, in general. Cash payments were supple- years ago. 
th mented by small stock dividends by Beneficial, As mentioned, Beneficial Finance Company re- 
n- Household, Seaboard and General Acceptance with- cently purchased a major interest in Western Auto 
$0 in the past twelve months. With modestly higher Supply. Other diversification moves are leading into 
in earnings a reasonable expectation throughout the credit life insurance and industrial equipment leas- 
al group, a good possibility of increases in cash pay- ing. First half 1960 earnings were up 10% over 
n- ments exists. those of a year ago. Full year earnings should be 
1e Current price levels represent relatively modest well above the $2.20 per share shown in 1959. At 
Ss. multiples of earnings. Shares of the larger, well- this earnings level, a jump in the $1.00 dividend is 
o diversified finance companies seem to offer con- not improbable. A 214% stock dividend was paid 
D- siderable appeal, particularly to the income-con- early this year. 
al scious investor. Total receivables outstanding were up almost 
n- Company Comments 14% during the first six months of 1960 for C. I. T. 
n- Financial Corporation. Good gains were shown in 
a. Following are brief comments concerning the industrial financing and in small loans. Smaller 
a present position and the near-term outlook for the earnings from credit life insurance operations were 
"| major finance companies. instrumental, however, in the modest decline in per 
d American Investment Company of Illinois scored share earnings in the first six months of 1960. The 
a a good earnings lift in the first half of the current company reports that it is continuing to expand 
‘. year with results of $0.70 per share compared with ordinary life insurance writings, and development 
$0.60 last year. This rate of gain should be main- costs relating to this venture, as well as for the 
- tained. Unearned charges, a major determinant of Picker X-Ray subsidiary, also served to dampen 
if future earnings, were up materially. The amount first quarter earnings. in os T. recently acquired 
- appearing on the books at June 30, 1960 was 80° Home Finance Service, Inc., a family owned small 
larger than a year earlier. As of the same date, the loan company operating (Please turn to page 152) 
- 
u Statistical Data on Finance Companies | 
> | 
~ —1958 1959 Ist 6 Months 1960 
Earnings Div. Earnings Div. Earnings Per Indic. Price Range Recent Div. | 
le Per Per Per Per Share Div. 1959-1960 Price Yield | 
of Share Share Share = Share 1959 1960 Per 
Re Share * 
le American Investment Co. (Ill.) ...... $1.20 $1.00 $1.25 $1.00 $ .60 $ .70 $1.00 20%- 17% 20 5.0% | 
it Asssociates Investment Co. ...... 5.09 2.60 5.05 2.69 2.57 2.23 2.60 8834- 51 52 5.0 
g Beneficial Finance Co. ......... . 2.07 1.00 2.20 1.00 1.08 1.16 1.00 30%4- 22% 27 37 CO 
's C. |. T, Financial Corp. ...... . 431 2.40 4.57 2.50 2.25 2.20 2.60 647%- 46% 55 47 | 
8 Commercial Credit Co. oo... 5.29 2.80 5.48 2.80 2.67 2.72 2.80 70 - 54% 66 4.2 
l. Family Finance Corp. ..................... 2.22! 1.60 2.32! 1.60 2.32- 2.40° 1.60 35 - 27% 30 5.3 
g General Acceptance Corp. ...... 89 1.00 1.45 1.00 71 63 1.00% 19%- 17 18 5.5 
‘° General Contract Corp. ccc. 55 65 30 32 25 40 W%- 6% 7 57 
n General Finance Corp. .................. 2.48 1.05 2.69 1.20 1.30 1.40 1.40 40 - 30% 35 4.0 
Heller (Walter E.) & Co. o.oo... 2.39 1.20 2.74 1.25 1.28 1.54 1.60 54%- 27% 50 32 «| 
Household Finance Corp. (Calif.). 2.53 1.20 2.42 1.20% 1.16 1.26 1.20 37'4- 2614 32 2.6 
Pacific Finance Corp, (Calif.) ........ 4.89 2.40 4.77 2.45 2.64 1.95 2.60 67\4- 4612 48 5.4 
3, Seaboard Finance Co. ................... 1.414 1.00% 1.474 1.00% 1.08 1 1.00% 29'2- 20% 22 4.5 
- Takcott (James), Ime. o.oo... . 2.64 1.233 3.16 1.39 1.49 1.81 1.60 65%4- 29 63 as 
t | —— — ————_____—_—— 
a *—£stimate of indicated dividend rate. 1—Year ended June 30. 4 __Year ended September 30. 
3 *_Fiscol yeors ended 6/30/59 and 1960. 59 months ended June 30. 
t 3__Plus stock. 
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Television 


After holding up fairly well 
early in the year in an ailing 
home appliance market, condi- 
tions have _ deteriorated for 
makers and distributors of televi- 
sion receivers. The hopeful earlier 
1960 profit estimates have been 
scaled down and may have to be 
reduced further. The stocks are 
currently sagging in a general 
market rally. That goes for Mo- 
torola and Zenith Radio which 
had been outstanding leaders in 
this stock group. All issues are 
well down from their highs, some 


ror PROFIT ano INCOME 


1960 high of 23%. None of the 
stocks is at a buying level. 
Box Score 

News of dividend changes re- 
mains mostly poor. A count for 
September shows 17 omissions 
against 11 a year ago, 17 reduc- 
tions against 9. Increases num- 
bered 42, compared with 63 in 
the like 1959 month, while there 
were extras in 41 instances, 
against 62 a year earlier. 


Marginal Companies 


Stocks of most marginal compa- 
ries fare well in a business boom 

















sharply down. Admiral Corp., and a bull market, but nose dive 
for example, around 1114, against when the going gets tough, as it 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1960 1959 
I inci 9 mos. Aug. 31 $1.76 $1.33 
Philadelphia Electric Co. .......c.ccccccsecseeseescecees 12 mos. July 31 2.90 2.83 
Pitts. & West Virginia Rwy. ...............000 8 mos. Aug. 31 34 14 
NIN UII. ssc cninansshasiicdepinnicsbinisinianemntaniiinil 39 weeks July 30 52 19 
Diamond National Corp. ..........cccccccsseseeeeseeee 12 weeks Sept. 11 58 51 
RE I TUNE as isescnenensouensetisnmbenbenaienian Year July 31 1.04 44 
II iii hionensenitpeciiaiiiaainieniiaeliiadid Quar. Aug. 31 -98 88 
Ne 12 mos, Aug. 31 2.90 2.49 
American Photocopy Equip. ..... Quar. Aug. 31 44 32 
I MINN INI sient catsdersincssdaiebnican itl Quar. July 31 42 37 
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is now. If there were any broad 
average or index of such equities, 
it would undoubtedly be at a new 
1959-1960 low right now, in a 
performance which has been 
much inferior to that of the gen- 
eral list for many months. For 
example, medium-term prospects 
of lesser steels are quite poor, 
market action weak. Their situa- 
tion is pointec up by the recent 
major cut in the Acme Steel divi- 
dend. It is hard enough now to 
avoid costly mistakes in invest- 
ment-speculative decisions on 
stocks of leading companies in 
any field of business. The risks, 
even at present partially-deflated 
market prices, still appear rela- 
tively high in most secondary 
stocks. If you hold any such is- 
sues. consider selling. Some ex- 
amples: Bayuk Cigar, Celotex, 
Emerson Radio, Magna Copper, 
Pittsburgh Steel, Rheem Mfg., 
Seiberling Rubber, among others. 


Machinery 


In the industrial machinery 
field, most stocks have already 
had relatively wide declines, but 
many could still be vulnerable. 
Even with plant-equipment out- 
lays still at an advanced level, 
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earnings are trending downward 
as a result of increasing price 
competition. They will take a 
ereater beating when volume 
hrinks in business recession. 
Probably most present estimates 
f 1960 earnings, even though 
educed, are on the high side. 
’robably there are some eye- 
pening shocks coming when 
econd-half results are revealed. 
t will then be belatedly discov- 
‘red that present valuations in 
ome prominent cases are 15 to 25 
imes 1960 earnings and too high 
or cyclical issues with prospects 
or still lower 1961 profits. Avoid 
his field. It is now a better field 
o get out of than to get in. 


‘arm Equipment 


In this field, all stocks are far 
lown from prior highs, but the 
vorst may have been seen. The 
iistorical evidence is that sales 
1inge more on gross farm income 
than on net income. Gross figures 
to be well maintained in 1961, 
ind net could be somewhat higher 
under liberalized subsidy pro- 
grams promised by both of the 
Presidential candidates. Deere is 
the leading company specializing 
in this field and has the best 
record in it. Profit to be reported 
for the fiscal year ending Oc- 
tober 31 may be less than $2.50 
a share, against the prior year’s 
record $7.23. But this is partly 
due to expenses of plant changes 
and costs of developing a much 
improved line of tractors. The 
new models have met a highly 
favorable dealer response. A 
strong profit recovery appears 
likely in the fiscal year soon to 
start. At 44, the stock is off from 
a 1959 of 6814—but it is worth 
noting that its low to date of 
3814 was recorded last April and 
that it has gained some ground 
through the recent market de- 


stock paid last January, exceeds 
4.5%. Risk at present appears to 
be below average, potentials for 
longer-range gain substantial. 


Chart Picture 


If you examined weekly charts 
of Big-Board stocks, as this 
writer continuously does, you 
would note that, aside from utili- 
ties and other good income stocks, 
the great majority “look bad,” 
that few show more than tenta- 
tive indications of a firm base of 
support, and that still fewer re- 
main in adequately-defined up- 
ward trends. 


Tortoise And Hare 


A long race is more likely to be 
won by the strong runners than 
by those who look good on sprints 
part of the way. Sure, speculators 
have made a lot of money in some 
situations, but have lost heavily in 
others. On the whole, conservative 
investors have fared better in this 
market than some people probably 
imagine. At this writing, for ex- 
ample, the net rise of the Dow 
industrial average from its 1957 
low amounts to roughly 40%. 
That has been equalled or ex- 
ceeded, in some cases widely ex- 
ceeded, by such unspectacular 
stock groups as finance compa- 
nies, dairy products, corn refiners, 
food brands, soft drinks, chewing 
gum and candy, soaps, cigarettes 
and electric utilities. The net rise 
for soft drinks, corn refiners, food 
brands and cigarettes equals or 
exceeds 100%. Think it over when 
somebody gives you a tip on some 
supposedly “hot” stock. 


Hot To Cool 


A few of the formerly “hot” 
stocks which now are pretty coid, 
and their percentage declines 
from earlier highs to date are: 
Foote Mineral 67%, Phiico 52%, 


























cline. Yield from the $2.00 divi- Ampex 51%, Outboard Marine 

dend, supplemented with 3% in 48%, Nafi Corp. 48%, Mont- 

DECREASES SHOWN IN RECENT EARNINGS REPORTS | 
1960 1959 
leila 6 mos. Aug. 31 $1.29 $1.61 
I I ON elie 6 mos. Aug. 31 55 76 
American Enka ............0.-0.-. . Sisuillidisianiiat 36 weeks Sept. 11 .36 3.99 
Gulf Mobile & Ohio RR. oo.....ccccccccccccecceseeeees 8 mos. Aug. 33 72 1.24 
IIE TEIN, siseis nth cutsnsincsneinaineonnianataneaeennibns 9 mos. July 31 50 72 
RS SD TOI | snccniecnsesninvnvsencnnsinsenpnertenins 8 mos. Aug. 31 1.94 2.71 
IIE TIE IID seccscatieasiantanisinnisanienmsnchiniinaales Yeor July 31 .28 62 
Caterpillar Tractor .. 8 mos. Aug. 31 1.03 1.39 
Delaware & Hudson Co. ..o......cccccccccccceeeeeeeeees 8 mos. Aug. 31 21 1.32 
Western Union Telegraph .................c000000 7 mos. July 31 94 1.35 
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gomery Ward 48%, Carter Prod- 
ucts 46%, American Ajrlines 


45%, Comptometer Corp. 44%, 
Automatic Canteen 37°, Clark 
Equipment 36%. 
Leaders 

The following stocks are now 
performing significantly better 


than the general market: Bruns- 
wick Corp., Campbell! Soup, 
Crown Cork & Seal, Decea [e- 
cords, Family Finance, Fal;'aff 
Brewing, Federated Department 
Stores, Garrett, Gerber Products, 
Heinz, Heller, Indianapolis Power 
& Light, Reynolds Tobacco and 
Richfield Oil. 


Laggards 


A partial list of stocks behav- 
ing relatively poorly at this writ- 
ing includes: American Cyan- 
amid, American Metal Products, 
Associates Investment, Atlas 
Powder, Bohn Aluminum, Chain 
Belt, Flintkote, General Bronze, 
Mack Trucks, Motor Wheel, Na- 
tional Acme, Alco Products, Allis- 
Chalmers, United Fruit, Ray- 
onier, Scovill Mfg., Dover Corp., 
Thiokol, Libbey-Owens-Ford 
Glass, Champion Paper, Disney, 
Borg-Warner, Oxford Paper and 
Union Tank Car. 


Gerber Products 


This company has more pro- 
mising prospects than do most in 
the food business. Making over 
100 items, it is by far the leader 
in baby foods. It specializes in 
this field, unlike most competi- 
tors; and in foods for young chil- 
dren (mostly under five) and 
foods for adults (invalids and old 
people) who require special diets. 
At record levels, sales are grow- 
ing steadily. Profits were grow- 
ing until checked by a price war 
launched by a competitor in 1958 
and stopped after action by the 
Federal Trade Commission. 
Prices were raised a general 3% 
recently. They are normally 
steady and adequate, due to good 
demand for these specialty foods 
which emphasize the convenience 
factor in packaging. Gerber’s nor- 
mal operating margin, in the vi- 
cinity of 14%-15%, is above the 
average for food processors. 
Earnings for the fiscal year 
through next.March 31 might ap- 
proximate a record $3.75-$3.90 a 
share, against the prior year’s 
modestly reduced $3.33. That 
would mean more than doubled 


(Please turn to page 157) 
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* Latest figures are preliminary. 


W ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(t)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from F. W. Dodge data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


In recent months, the behavior of the component 
indicators entering into the Trend Forecaster has 
grown somewhat less favorable. In the third quar- 
ter, commodity prices and average hours worked 
by factory employees declined notably; durable 
goods new orders were substantially lower than in 
the preceding quarter. Stock prices, after earlier re- 
covery, broke sharply in September. 

Among the other indicators, new incorporations, 
housing starts and business failures showed no clear 
trend in the quarter (although the latter two series 
continued at relatively unfavorable levels). Nonresi- 
dential construction contracts strengthened. 

The Relative Strength Measurement, which com- 
bines the behavior of the eight component series in 
one measure of direction, declined to minus 2.3 in 
September, about the lowest level since the reces- 
sion months of late 1957. This is still somewhat 
above the minus 3 level which is clearly suggestive 
of approaching recession; but it warns that a busi- 
ness adjustment is still not complete, and further 
weakness may lie ahead. 
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CONCLUSIONS IN BRIEF 


PRODUCTION — General output rates fell slightly in 
September, despite rising auto production. In October, 
further gradual decline is occurring, as machinery pro- 
duction adjusts downward. Outlook: moderate further 
decline in closing months of year. 


TRADE — Retail volume in September was down signifi- 
cantly from pre-summer rates, but has now stabilized 
at about $18.0 billion per month. No further weakness 
(and even mild improvement) probable in next few 
months. Watch auto sales for critical trend of hard-goods 
volume. 


MONEY & CREDIT — Interest rates have continued stable 
for several weeks, but demand for funds remains 
slack. Yet probabilities favor no further decline in both 
short-term and long-term rates before year-end. 


COMMODITIES — While many analysts usually expect 
a seasonal upturn in commodities in the fall, prices in- 
stead have continued to ease in September and Oc- 
tober, reflecting heavy world supplies. Finished goods 
prices also continue under competitive pressure. Persis- 
tent further easing in price structure is the outlook for 
the next several months. 
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N THE issue of MWS dated July 16, 1960, this 
I column suggested that by the Fall of 1960, im- 
portant stimulants to general business could well 
develop in four areas. These were: high automobile 
production associated with the introduction of new 
models; a very high rate of highway contract 
awards, by special administrative action on the part 
of Washington; a much higher rate of defense or- 
dering; and (a much less notable factor) an in- 
crease in federal payrolls reflecting the mid-year 
wage increase to government workers. 

Recent reports on business conditions make it 
abundantly clear that all of these conditions have 
now been fulfilled. Automobile production has climb- 
ed to a 6.5 million annual rate; defense ordering 
in the third quarter evidently amounted to about 
10% more than in the same quarter of 1959; a burst 
of highway awards, and even a sharp rise in actual 
highway construction, have recently materialized. 
And, of course, the increase in government payrolls 
has helped to maintain the almost imperceptible up- 
trend in the total rate of personal income. 

The consequences of this counter-attack against 
an obvious loss of momentum throughout the re- 
mainder of private business remains to be seen. It 
is, in fact, the major question involved in the 1961 
business outlook. Here is a brief rundown of how 
that outlook now looks, in terms of three major 
sectors. 

In plant and equipment, a 5357 billion industry 
that may hold a major key to 1961, the present situ- 

(Please turn to the following page) 









































| Latest Previous Year 
THE MONTHLY TREND Unit Month Month Month Ago 
INDUSTRIAL PRODUCTION* (FRB) ........ 1947-'9-100 | Aug. 165 166 157 

Durable Goods Mfr. ......cccscsssereeseseeeeee 1947-'9-100 | Aug. 170 172 159 

Nondurable Goods Mfr. ..........:.s0s000 1947-'9-100 | Aug. 162 163 159 

SN eacsanienbarntetenetinatecsretenitinnns 1947-'9-100 | Aug. 130 129 120 

L aia 
III cicnisisactiasiiihasisetasithbenieeaoneani $ Billions Sept. 18.0 18.2 17.8 

I IID sanineviscinennecasensissonintanenn $ Billions Sept. 5.7 5.8 5.8 

Nondurable Goods ... .. $ Billions Sept. 12.3 12.4 12.0 

Be I CUD ccenscsscstinnrnsasinocsancnente 1947-'9-100 | Sept. 142 144 144 

se ae = = ae —— a a 
MANUFACTURERS’ 

New Orders—Total* $ Billions Aug. 29.8 29.2 29.0 
a $ Billions Aug. 14.3 13.8 14.0 
Nondurable Goods ............s0000:00+ . $ Billions Aug. 15.5 15.4 15.0 

SI ININIE? : chiccistiacneceaitsiainiibancinatainnaiiionaad $ Billions Aug. 30.1 30.4 29.3 
Re NINO accecnssecsdsatereniinstnnins $ Billions Aug. 14.4 14.7 14.0 
Nondurable Goods ............c0c00000 . | $ Billions Aug. 15.7 15.7 15.3 

| 
BUSINESS INVENTORIES, END. MO.* .. $ Billions Aug. 93.1 93.3 89.5 

URINE dnscisstiesidcostaniianibsnaiateimniiauniiones $ Billions Aug 54.9 54.9 52.1 

PNT scnvrsisssinnstenbecksmsisioninicesensa $ Billions Aug 13.0 13.0 12.6 

a $ Billions Aug. 25.2 25.4 248 

Rs TID BRING encescccseseccesecscisseses 1947-'9-100 | Aug. 169 167 160 

CONSTRUCTION TOTAL—t .............0000048 $ Billions | Sept. 55.4 55.0 53.1 

a iaiictiecicicitiedictaidgpteetiaideiliatenietdesiaie . | $ Billions Sept 38.9 38.8 38.4 
IIE \ciiccncnctisenpsiiioniesneiicaieinniaib $ Billions Sept 21.7 21.8 22.3 
| EG OCT Sept. 17.2 17.0 16.1 

Housing Starts*—a ............c0+ Thousands Aug. 1275 1184 1450 

Contract Awards, Residential—b ........ $ Millions Aug. 1433 1329 1551 
PE IND -cisicstbentsuaticinnieistoniines $ Millions Aug. 1863 2268 1533 

EMPLOYMENT 

RT IID casasnnncinsnininsennsiainecseininens Millions Sept. 67.8 68.3 66.3 

SN NIINY ncicissestisinisitisheniniundesiinsihandaseninn Millions Sept. 53.2 53.3 52.9 
I i acicasecciitcisadeiuniaiiinnain Millions Sept. 8.5 8.5 8.1 
IIIT ssssiaiisticashtsisishdniiaiisnicademaniiianiabciaiacstens Millions Sept. 11.7 11.8 11.5 
SINE” siescnninienteneensenincinsnenncensseioneinn Millions Sept. 12.1 12.2 12.1 

Hours Worked Hours Sept. 39.6 39.8 40.3 

Hourly Earnings ............ Dollars Sept. 2.29 2.28 2.22 

Weekly Earnings ......... Dollars Sept 90.68 90.74 89.47 
PERSGIEAL OS GIRE® nn. reesccvcssesseceseeses '$ Billions | Aug. 408 407 383 

Wages & Salaries .............:ccccceees $ Billions Aug. 275 275 259 

Proprietors’ Incomes ............... $ Billions Aug 60 61 58 

Interest & Dividends ........... ; $ Billions Aug. 4) 4) 37 

Transfer Payments ..........cceceeeeeee | $ Billions Aug. 29 29 27 

PIII stccsntesenunsercentnnscsnatasaconienans $ Billions Aug. 16 16 14 

TE 1947-'9-100 | Aug. 126.6 126.6 124.8 

Eee fF | L|LlU 120.1 120.6 118.3 

RD sintithciinsunnnninedaianniiannnineiinideines 1947-'9-100 | Aug. 109.3 109.1 108.0 

TY iaiicishchidaashithdcphuasieasitidicibccisaisautidians 1947-'9-100 | Aug. 131.5 131.3 129.3 

SS (ee ee biciniae ° a 
MONEY & CREDIT 

All Demand Deposits” ................... $ Billions Aug. 110.4 110.3 112.6 

I TD ceiseniniceniesacisiansincsiciinn $ Billions Aug. 101.4 92.8 91.0 

Business Loans Outstanding—c ........... $ Billions Aug. 32.0 32.0 29.9 

Instalment Credit Extended’ ............. $ Billions Aug. 4.0 4.2 4.1 

instalment Credit Repaid’ .......... $ Billions | Aug. 3.9 4.0 3.6 

FEDERAL GOVERNMENT 

TRI IID vacccicesicncasscevenesncccnsieses $ Billions Aug. 6.5 3.1 57 

Budget Expenditures .............:ccsccceeee $ Billions Aug. 6.8 6.2 6.3 

Defense Expenditures ..................00+ .|$ Billions Aug. 4.0 3.8 3.7 

Surplus (Def) cum from 7/1 ..........00+ $ Billions Aug. (3.4) (3.0) (3.9) 


PRESENT POSITION AND OUTLOOK 





ation is, while not frightening, cer- 


tainly not encouraging. Recent sur- | 


veys of businessmen’s intentions 
with regard to plant and equip- 
ment do not indicate a renewal of 
strength, and the old cyclical re- 
vival in this form of spending, 
dating back to late 1958, must now 
be considered as running out of 
steam. Expected spending in 1961 
is still unclear, but it would seem 
to be prudent, at this juncture, to 
count on at least a moderate de- 
cline in the total volume of plant 
and equipment outlays. On the 
other hand, more than a moderate 
decline does not seem to be very 
probable. By all indications, the 
great bulk of today’s outlays (un- 
like the outlays of 1957) are di- 
rected toward modernization, 
rather than expansion, and spend- 
ing for these purposes may not 
be extremely sensitive to declining 
profits and idle capacity. 

A second crucial area in the out- 
look is inventory policy. During 
the third quarter, business ap- 
parently liquidated inventories, al- 
beit at a very slow rate, contrasted 
with extremely rapid accumula- 
tion in the first quarter of the 
year, and moderate accumulation 
in the second quarter. As of the 
late Fall, inventory sales ratios 
are no longer low (as they were 
in the months immediately follow- 
ing the steel strike of 1959), but 
neither are they high. Here too, the 
probabilities seem to favor some 
decline in inventory demand, par- 
ticularly in capital goods and 
equipmeont industries, perhaps 
offset to some extent by higher in- 
ventory requirements among de- 
fense industries. Some liquidation 
also seems probable in consumer 
durables industries, including re- 
tail automotive inventories, which 
still seem to be excessive. As in the 
case of capital goods themselves, 
the probable course of inventory 
demand seems to be a moderate 
negative element in the outlook. 

So much for business demand 
for facilities and inventories. The 
trend of government demand over 
the next few quarters is, of course, 
rather clearly and decisively up- 
ward. Defense spending of the 
Federal government, and institu- 
tional spending of state and local 
governments, will push the com- 
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OK QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates aa TTL ews ot: Mae eee 
er- ; cols sdeniaiitaisaadiapnaiiiiaialinsinadanss waied pi . bined government spending rate 
ur- | —$1%0—$§ = —___— 1959 ___—_——-|_ significantly higher. 
ns SERIES — aay “ed — — In the balance between these 
ip- iaivcepniicimanincncnensiniiameagianiniitammmamatian . __| offsetting trends in the business 
of GROSS NATIONAL PRODUCT ......00000000..... 505.0 501.3 486.4 487.9 and government sectors is the all- 
Personal Consumption .............ccc000000e ‘ 329.0 323.3 319.6 313.6 , P . ta <4+3 alken 
"A. ar ; § or, W : ake: 
re Private Domestic Invest. .. 75.5 79.3 70.8 739 | Powerful consumer, who still tak - 
ng, 0 ES SE aS 2.0 1.2 0.4 2.2 about two-thirds of the nation’s 
Ow Government Purchases ...ccsesssesuesseesvesees 98.6 97.5 96.4 97.7 output of goods and services. In 
of Federal pinnnielenine 51.7 51.8 52.5 53.7 recent quarters, the consumer has 
61 Ee F ide 46.9 45.7 43.9 44.0 demonstrated that he is in a mood 
>m | PERSONAL INCOME o.oo... -scccccsseesseeen 404.2 396.2 389.0 384.5 of uncertainty. Surveys of his at- 
to | a & ae seen Eee Be a A Ro 46.2 titudes have indicated that he is 
isponsable Income ..................... 4. 47. 42.4 338.3 _ oateaiienaes -< _ : in 
le- Consumption Expenditures ............. 328.5 323.3 319.6 313.6 a d about his own future 
int Personal Saving—d ............ sini 25.8 23.7 22.8 24.8 (doubtless a reflection of shorter 
workweeks and a moderate rise 
he CORPORATE PRE-TAX PROFITS ...... 48.8 44.8 51.7 workweeks oe a ae 
ite Sete ton... come 23.8 92} 25.5 in unemployment) and he also is 
ry | Corporate Net Profit o.com 25.0 22.7 26.2 increasingly aware of the non-in- 
he Dividend Payments ...........0- 13.9 13.9 13.8 13.2 flationary character of consumer 
n- Retained Earnings ...................+- 11.1 8.9 12.9 markets at present. 
li- PLANT & EQUIPMENT OUTLAYS ..... 37.0 35.2 33.6 32.5 Business analysts are accustom- 
yn, ed to think of the consumer as a 
id- THE WEEKLY TREND follower of the economic trend, 
ot = 5 — rather than a maker of it. In the 
ng Sues er go neg vour special circumstances of late 1960, 
n 
—— : — i = ss Age | however, the consumer seems to 
ra me Sesinaee Activity Index*....| 1935-’9-100 Oct. 1 300.2 300.3 2743 be strategically located; he holds 
MWS Index—Per capito”’........... 1935-"9-100 Oct. 1 216.1 217.0 200.6 . als A . arke rey 
ng Steel Production % cap. ............. % of Capality Oct. 8 52.6 547 12.8 the ; balance or — ke t age rn s 
p- Auto and Truck Production ........ | Thousands Oct. 8 165 162 148 What he does— ~In the automo 1 © 
il- Paperboard Production .............. | Thousand Tons Oct. 1 325 322 331 market in late 1960 and early 1961, 
od nee a Orders .. Thousand Tons Oct. 1 — 313 364 in department stores at Christmas 
ectric Power Output” .......... 1947-'49-100 Oct. 1 67.3 273.5 248.8 j Wj verv ikely determine 
a- Freight Carloadings .......... , Thousand Cars Oct. 1 632 618 573 a : rill 2 r! } like : = ve . — 
he Engineerings Constr. Awards .....| $ Millions Oct. 6 603 410 242 the majo! trend of business [01 
n Department Store Sales ..... 1947-’9-100 Oct. 1 149 148 143 the first several quarters, at least, 
ue Demand Deposits— .......... $ Billions Sept. 28 58.8 59.2 60.2 of the coming year. 
1€ Business Failures—s ......... Number Sept. 28 304 321 224 
OS 
re *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
: disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
se centers. (na)—Not available. (r)—Revised. (s)—Data from Dun Bradstreet. (t)—Seasonally adjusted, annual rate. Other Sources: Federal 
ut Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
1e 
1e THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
oe No. of 1960 1960 1960 (Nov. 14, 1936 Cl.—100 High Low Sept 30 Oct. 7 
id Issues (1925 Cl.—100) High Low Sept 30 Oct.7 | High Priced Stocks ...........c00. 299.9 265.0 265.0 266.5 
Ss Composite Average 482.5 419.4 416.0 417.7 Low Priced Stocks ... ane GOne 540.0 540.0 540.7 
a 4 Agricultural implements ....... 424.3 346.4 389.7 381.0 5 Gold Mining .......... ' . 1074.3 810.8 1054.0 1074.3H 
e- 3 Air Cond, (‘53 Cl.—100) ....... 130.1 105.8 105.8 107.1 4 Investment Trusts .............. 170.6 139.9 139.9 146.7 
n 9 Aircraft (‘27 Cl.—100) .......... 1116.1 861.9 983.5 983.5 3 Liquor (‘27 Ci.—100) ..... . 1534.5 1128.3 1128.3 1.28.3 
r 7 Airlines (‘27 Ci.—100) .......... 1044.6 769.7 802.7 780.7 7 Machinery .... ‘ . 512.8 402.9 402.9 408.2 
4 Aluminum (‘53 Cl.—100) ...... 521.3 354.5 359.7 364.9 3 Mail Order .......... . 446.1 364.2 364.2 368.7 
“a Te . 286.7 209.3 275.2 277.6 4 Meat Packing ........ ; 286.8 223.9 223.9 229.4 
h 5 Automobile Accessories ........ 531.1 406.4 406.4 406.4 4 Mtl. Fabr. (‘53 Cl.—100) . 208.6 134.4 134.4 134.4 
e a 157.0 101.6 104.7 103.1 9 Metals, Miscellaneous 399.1 313.3 317.1 313.31 
: 3 Baking (‘26 Cl.—100) .......... 39.1 34.9 36.4 36.4 OE seitteitcrsaenens . 1237.1 829.0 841.8 829.01 
Sy 4 Business Machines ................. 1422.6 1172.3 1225.0 1211.8 16 Petroleum .............cc000 736.9 609.0 654.2 661.7 
Vv SS Ree _ 809.6 673.3 673.3 673.3 16 Public Utilities ................ 393.4 341.6 369.3 376.2 
-e } EE dinisiinsioranniccnnctce 36.0 27.9 27.9 28.6 6 Railroad Equipment .............. 99.8 76.9 76.9 76.9 
c 4 Communications .............0000+ 234.4 209.1 209.1 211.4 18 Railroads ............+-.-.. ae 70.1 50.6 51.2 50.6L 
i 9 Construction 146.8 148.5 146.81 eS eae 850.1 690.3 813.8 828.3 
. I satinicienitienneneiianniniiens . 845.5 866.4 845.5L TT Steel & WOM vccccececccceeseeneee 464.9 334.7 339.4 339.4 
e 5 Copper Mining ................00 347.6 285.3 291.1 288.6 4 Sugor ..... PT, 63.0 63.0 64.8 
Yr 2 Dairy Products 188.5 146.8 180.7 182.3 pO ae eres . 655.9 563.1 569.3 587.9 
: 5 Department Stores ............0- 156.7 135.2 138.0 140.0 | 11 TV & Electron. ('27—100).... 119.4 93.3 96.6 93.3L 
"9 5 Drugs-Eth. (‘53 Cl.—100) ..... 4747 378.0 382.4 ee . 223.0 185.5 185.5 189.9 
s 5 Elect. Eqp. ('53 Cl.—100) ..... 384.7. 314.4 314.4 321.8 | 3 Tires & Rubber 255.9 175.8 175.8 178.4 
© 3 Finance Companies ..........----: 755.9 648.8 735.8 SO ee 214.4 182.5 206.9 212.6 
“i 7 ay er ee 504.1 419.3 468.4 477.3 | 3 Variety Stores .........ccss.csse- 382.1 352.9 356.6 356.6 
J NE SER itenneeane 270.8 232.1 234.7 232.1L | 14 Unclassif’d ('49 Cl—100) .... 275.1 242.4 242.4 242.4 
i= H—New High for 1960. L—New Low for 1960. 
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Trend of Commodities 





SPOT MARKETS—Prices of most leading industrial raw materi- 
als eased somewhat in the two weeks ending October 7, but 
raw foodstuffs were slightly higher. The BLS daily index of 
22 important commodities lost 0.2%, to close at 83.8. Among 
industrial materials, metals were weakest, led by copper 
scrap and steel scrap. Declines were also recorded for cotton, 
print cloth, and rubber. 

Among the broad range of commodities, some finished pro- 
ducts continued to give ground in late September and early 
October. The Bureau of Labor Statistics has found that 
average prices of consumer durable goods are off almost 3% 
from their November, 1959 peak, With the economy con- 
fronted by excess capacity and lagging consumer demand, 
price cutting may spread in the months ahead. 


FUTURES MARKETS—Most futures prices were somewhat lower 
in the fortnight ending October 7, but changes were small 
Declines were posted by corn, soybeans, hides, lead, rubber 
copper and wool, while price advances took place in wheat 
rye, lard, coffee and sugar. The Dow-Jones Commodity) 
Futures Index gained 0.07 points during the period, despite 
the preponderance of declines. 

Wheat futures improved during the period with the Decem- 
ber option adding 2'4 cents to close at 196. The Department 
of Agriculture has forecast a 4% increase in this year’s 
world wheat crop but noted that the quality of European 
wheat would be lower because of a wet harvest. Export de- 
mand for quality wheat may improve as a result, and this 
should provide a bolstering factor for wheat prices this 
season. 
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BLS PRICE INDEXES Latest 2 Weeks 1 Yr. Dec. 6 


1947-1949—100 Date Date Ago Ago 1941 
ee _ | — NS ea 
All Commodities ................ Oct. 4 119.5 119.4 119.1 60.2 
Farm Products .........00+ Oct. 4 88.4 87.5 86.5 51.0 
Non-Farm Products _ ...... Oct. 4 128.1 128.2 128.4 67.0 
22 Sensitive Commodities ..| Oct. 7 83.8 84.0 85.7 53.0 
PEE. -ciniintsenion , Oct. 7 76.0 75.8 75.4 46.5 
13 Raw Ind’‘l. Materials Oct. 7 89.6 90.1 93.6 58.3 
SNEED: | citntinnanantitecavansted Oct. 7 90.5 92.2 99.8 546 
eS | Oct. 7 79.3 79.0 786 56.3 





MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





| 1960 1959 1953 1951 1941 








High of Year .... 160.0 161.4 162.2 215.4 85.7 
Low of Year vows | 154.5 152.1 147.9 176.4 74.3 
Close of Year .... | 158.3 152.1 180.8 83.5 

DOW-JONES FUTURES INDEX 

12 COMMODITIES 

AVERAGE 1924-1926—100 
1960 1959 1953 1951 1941 
High of Year .... 148.7 152.7 166.8 215.4 84.6 
Low of Year ...... 142.9 144.2 153.8 174.8 55.5 
Close of Year .... 147.8 166.5 189.4 84.1 

148 





| 9 3__BLS INDEX 22 BASIC COMMODITIES 
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Canadian Growth Utilities 
At Bargain Prices 





(Continued from page 125) 
the Columbia River. The begin- 
ning of work on these projects 
hinges largely upon agreement 
letween the Canadian and the 
American Governments, since 
the Columbia is an international 
‘vaterway. Western Development 
‘zc Power also has an interest in 
he Peace River Development 
“company which was formed in 
958 to investigate the possi- 
bilities of the utilization of the 
ower reserves along the Peace 
tiver in the northeastern region 
of the province. 

In earlier years B.C. Power 
iad an excellent share earnings 
‘ecord, and acquired status as a 
rowth utility—share earnings 
dvancing from 98¢ in 1951 to 
32.48 in 1959. The stock sold as 
igh as 55% in 1958, but dropped 
ec a low of 31% in 1960. 

Due to a combination of fac- 
ors, earnings dropped sharply to 
$1.95 in 1958 but recovered to 
$2.48 in 1959. No interim figures 
ire now available on which to 
vase an estimate for calendar 
1960. The somewhat arratic earn- 
ings showing in recent years was 
lue largely to heavy equity 
financing. Considering the rapid 
rate of growth in British Colum- 
bia and its tremendous naturai 
resources, the company should 
have a favorable future, assum- 
ing that regulation (which has 
been on an over-all basis in the 
past) is not too adverse. 

Another interesting “growth 
utility’ in Western Canada is 
Calgary Power, which has one of 
the more consistent growth re- 
cords. Share earnings have more 
than doubled since 1952 (after 
adjustment for the 5-for-1 split 
in 1959). Indications are that a 
further gain will be shown this 
year, earnings for the 12 months 
ended June 30 being $1.02 vs. 96¢ 
in the previous 12 months. The 
company’s rapid gains reflected 
the development of oil and gas 
in the area, plus other area 
growth. 

International Utilities is a U.S. 
holding company with three util- 
ity subsidiaries in Alberta, Cana- 
da, together with investment 
holdings in a number of other 
Canadian utilities, etc. Originally 
the company was an investment 
trust but it has gradually ac- 
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quired its present important gas 
holdings in Canada, while retain- 
ing some U.S. stock interests. It 
hac large holdings in British 
Columbia Power and Shawinigan 


Power, as well as _ Bathhust 
Paper & Power and _ Trans- 


Canada Pipe Lines. It also has 
some interest in the project of 
Pacific Gas & Electric, which has 
recently been given permission by 
Canadian and American authori- 
ties to build a pipe line from the 
gas fields in Southern Alberta 
southwards across the interna- 
tional boundary to serve markets 
in the San Francisco region. 

It also controls directly some 
of the largest natural gas public 
utilities in the Prairie Provinces, 
including the Northwest Utilities 
of Edmonton, Alberta, which is 
the chief supplier of natural gas 
to communities in the central 
region of this province; and 
Canadian Western Natural Gas 
of Calgary, which markets na- 
tural gas in towns and cities in 
the southern region of the prov- 
ince near the _ international 
boundary. The earnings of -both 
of these subsidiary companies 
have shown substantial improve- 
ment during the past two years 
and the profits of Northwest 
Utilities more than doubled dur- 
ing this period. International 
Utilities’ earnings have increased 
from 86¢ in 1952 to $2.13 for the 
12 months ended in June 30, 1960. 


Tapping Huge Natural Gas Reserves 

Along with the development of 
hydro, Canada has now begun to 
exploit its vast reserves of na- 
tural gas. With the rapid opening 
up of the natural gas fields in 
Alberta and in Northern British 
Columbia during the past decade, 
there has been a great increase 
in the use of this fuel both for 
residential and commercial heat- 
ing and for industrial purposes 
in many regions of Canada since 
1955. The chief stimulus to 
growth has been the recent com- 
pletion of natural gas pipe lines 
from the Alberta fields eastwards 
to serve markets in the industrial 
regions of Southern Ontario and 
Quebec in Eastern Canada, and 
westwards across the Rockies to 
serve markets in Southern Brit- 
ish Columbia. Lines are also be- 
ing built to export substantial 
amounts of gas for use in the 
U.S., mainly by utilities in the 
Pacific Coast and mid-western 
areas. 

The use of natural gas for resi- 


dential and commercial heating 
and for industrial purposes is 
rapidly growing in most regions 
of Canada at the present time, 
and this is especially true of the 
region of Southern Ontario. Ac- 
cording to figures recently releas- 
ed by the Canadian Natural Gas 
Association in Toronto. natural 
gas sales in Canada in 1960 will 
be twenty percent more than in 
1959. Actual figures for the first 
six months of 1960 were up 
twenty percent from the figures 
for the same period in 1959. 

Utility companies in Canada 
sold 183 billion cubic feet of na- 
tural gas during the first six 
months of the present year as 
compared with 152 billion feet 
for the corresponding period in 
1959. Natural gas is steadily 
gaining on coal and coke as a 
source of fuel for residential and 
commercial heating in all regions 
of Canada and the use of natural 
gas as a fuel in industries such 
as glass and ceramic products and 
cement and chemical manufac- 
turing as well as in the printing 
trades is also steadily growing. 

There has been a great deal of 
speculative interest in the stocks 
of the new Canadian pipelines, 
as well as the new gas distribu- 
tors. However most of these com- 
panies are necessarily developing 
their full earning power rather 
slowly and hence may be classed 
mainly as “special situations.” 
Among the old-line gas companies 
with an investment background 
are Consumers Gas and Union 
Gas. 

Consumers Gas Company with 
its subsidiaries distributes na- 
tural gas to major areas in On- 
tario including the Niagara Pen- 
insula. The company obtains 
substantially all its gas supplies 
from Western Canada _ through 
the Trans-Canada Pipe Lines, 
Ltd., on a long-term contract. 
Because of the rapid spread of 
the distribution of natural gas in 
the region of Southern Ontario 
which it serves, the sales of this 
corporation have grown rapidly 
during the past five years. In the 
period between 1955 and 1959 its 
number of active customers grew 
from 155,378 to 234,916. Earn- 
ings per share on the common 
(adjusted for a recent 3 for 1 
split) have risen from 22 cents 
in 1955 to a new high of 62 cents 
in 1959 and the prospects for the 
next two or three years look very 
favorable, if its customers con- 
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tinue to increase at the present 
rate. 

Union Gas of Canada with its 
subsidiaries serves gas from 
Western Canada to many com- 
munities in southern Ontario, as 
well as at wholesale to other util- 
ities. In the past decade gas sales 
have increased nearly six-fold. In 
all about a population of some 
1,600,000 is now served, space- 
heating accounting for 70% of 
total unit volume of residential 
and commercial gas sales. The 
company is expanding its facili- 
ties to serve additional areas. 
Share earnings remained irregu- 
lar during earlier years. but 
since 1951 have increased 32¢ 
to 67¢ in 1956 and 60¢ in 1959. 
The stock has been selling recent- 
ly around 15 compared with the 
low of 1144 in 1949 and a range 
in 1959-60 of about 13-20. END 
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Can Department Stores 
Maintain Their Profits Position? 





(Continued from page 138) 


by the increased volume of credit 
sales. Another interesting and 
more extreme development in 
electronics in retailing is R. H. 
Macy’s use of microwave radio 
bands to tie together its depart- 
ment stores in downtown San 
Francisco with branch stores and 
with a warehouse in the area. 
Federal Communications approval 
seems needed before a complete 
system is installed, as well as for 
another Macy plan to use closed 
circuit TV for training personnel. 
The Individual Companies 


The following discussion illus- 
trates the wide range in earnings 
performance among companies in 
the surprisingly poor July quart- 
er. It should be rememebred, how- 
ever, that much of this embar- 
‘assment can be offset in the 
all-important fourth quarter. The 
approximate recent price of the 
stock is also included. 

Allied Stores (43). Still tied to 
large downtown stores, despite an 
ambitious program in recent 
years to establish suburban 
branches, Allied has six or seven 
big stores that lose money, even 
in a good year like 1959, and 
quite obviously are losing even 
more this year. At the year’s 
half way mark, Allied’s earn- 
ings plummeted to a mere one 
cent per share vs 43 cents for 
the same period last year. 

As one of the largest depart- 
ment store chains, along with 
Federated and May, Allied several 
years ago acquired a number of 
large stores that ranked only 
third or fourth in their cities. 
(This contrasts with Federated’s 
policy of insisting on the number 
one store in the area, believing 
that nothing is more difficult than 
trying to upgrade an_ inferior 
trade position in the minds of 
consumers.) 

As it turned out the severe 
competition from new surburban 
stores has drained a large seg- 
ment of business from the down- 
town areas, and the first to be hit 
—and hit the hardest—were the 
secondary stores, while many of 
those with the number one trade 
position held their own surpris- 


ingly well. The problem for Allied 
has been compounded by the 
stifling effect of long term lease 
which make the stores extremel) 
difficult to sell. President Schles 
inger points out, however, that : 
few stores have been sold an 
that the management has beer 
changed in some of the unprofit 
able stores. 

The $3.00 dividend, which has 
been earned in every year since 
1949, is normally covered in the 
fourth quarter alone. At this 
point, however, the company’s 
problems seem formidable. This 
seems recognized in the low price 
of the stock, which now provides 
a 7% yield. Earnings for the 
twelve months to July 31st total 
$4.74 despite the deficit of eight 
cents in the second quarter, but 
will very likely be lower for the 
year ended January 31, 1961. 

Associated Dry Goods (64). 
Specializing in the higher profit 
margin lines of style merchandise 
for women as typified by Lord & 
Taylor, New York, the company 
derives about 50% of its sales 
from the New York area. Thus, 
the favorable trend in sales this 
year in the New York area has 
helped the company show a 5% 
sales gain for the seven months 
through July, although Buffalo 
was off significantly and Niagara 
Falls was off 4%. With all but 
three of its suburban branches 
contributing to earnings, this 
year’s net is expected to top 
$5.00, perhaps even $5.20, vs. 
$4.78 last year. The $2.50 divi- 
dend, increased from a $2.20 rate 
early this year, provides a 3.9% 
yield and the stock with a better 
than average growth record be- 
hind it sells at a reasonable 12.8 
times earnings. 

Best & Co. (33). Specializing in 
quality apparel for women and 
children with the New York area 
important to total sales, Best’s 
showed almost a perfect repeat 
of last year’s sales in both the 
first and second quarters. How- 
ever, earnings per share were off 
15.7% in the first quarter and 
14.3% in the second, due to 
higher costs and a lower realized 
markup. A new store in Ardmore, 
Pa., was opened in September, 
1960, and increased contribution 
of other branches may help offset 
a slide in profit margins in big 
store operations, The $2.00 divi- 
dend which provides a 6% yield 
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is expected to be maintained and 
has been earned in every year 
since 1949. 


Federated Department Stores 
35) has shown an outstanding 
performance in the recent stock 
market, its common selling right 
-t its all-time high. (The fourteen 
leading department store stocks 
vere off 16.4% from their 1960 
ighs, a shade more than the 
ow Jones Average.) Part of the 
xplanation is in the usually high 
wofit margins shown by Feder- 
ited: a much-desired characteris- 
ic in appraising the quality of 
etail stores. For example, a 
light 1% drop in pretax profit 
nargin in the case of Montgome- 
‘y Ward meant that earnings per 
share were cut in half when the 
‘etail trade was put to test in the 
second quarter. This meant in 
urn a cut in the dividend, and 
he stock dropped 40%. In the 
‘vase of Federated the profit mar- 
zins are among the best in re- 
tailing and the second quarter 
testing period resulted in only a 
10% decline in earnings. Hence 
Federated continues a little more 
expensive than other department 
stores at about 17 times earnings. 

Interstate Department Stores 
(44). Second quarter earnings fell 
to 52 cents per share vs. 93 cents 
a year ago, due partly to lower 
demand for appliances in the Los 
Angeles area. However, manage- 
ment recently predicted full-year 
earnings of $5.00 vs. $4.11 last 
year, most of which will come in 
the fourth quarter. The recently 
acquired Topps stores, a chain of 
ten discount stores with another 
to be opened soon, will add about 
$40 million in sales and, according 
to management, $2.00 to $2.50 in 
earnings on a full-year basis. 
Once a conventional chain of de- 
partment stores, Interstate now 
derives about 40% of current 
sales from discount stores. Next 
year management expects 60% 
to come from discount stores and 
possibly 75% the following year; 
four or five new discount stores 
to be opened in the next twelve 
months are not considered in the 
projections above. One dilemma 
concerns credit. Some of the com- 
panys’ conventional stores have 
about 50% of sales on credit and 
even a few of the White Front 
stores, the West Coast chain ac- 
quired in April, 1959, have about 
20% on credit. The management 
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Delta Jet circuits 
connect L5 cities 


Si Feumtia 
OES 


BALTIMORE 


First to fly 
the DC-8 
First to {ly 


the Convair 880 





Half the nation is transformed to one community, with a new 
commuter circuit, provided by Delta’s Big Jets! It’s possible to 
commute between many cities, leaving in the morning, having 
nearly a full business day there, and return the same evening. 


agrees that credit tends to destroy 
the image of low mark-up dis- 
count stores and is undecided as 
to what part credit should play. 

While the stock would appear 
to be an interesting speculation 
on management’s projections, it 
should be remembered that a de- 
cline in the demand for appliances 
could cause disappointment, since 
this increasing dependence on low 
margin appliance sales makes the 
stock more cyclical than conven- 
tional department stores. 

Montgomery Ward (28). The 
second quarter put Ward to test, 
and with its low profit margin it 
came out worse for wear. With 
earnings cut in half, the dividend 
was also cut in half, and the stock 
dropped 40%. Recently improved 
volume from new stores has been 
largely offset by a drop in volume 
of old stores. It is certain that the 
expansion program will take time 
to work out, and patience is re- 
quired on the part of stockhold- 
ers. However, basic values do 
seem present with the stock now 
at nearly one half book value. 
Margins could improve slightly 
next year with new automated 
warehousing. 





h. J. Reynolds 
Tobacco Company 


Mokers of 
Camel, Winston, Salem & Cavalier 
cigarettes 


Prince Albert, George Washington 
Carter Hall 
smoking tobacco 


QUARTERLY DIVIDEND 


\ quarterly dividend of 65c 
per share has been declared 
on the Common Stock of the 
Company, payable December 
5, 1960 to stockholders of rec 
ord at the close of business 
November 15, 1960 
WILLIAM R. LYBROOK 
Secretar) 
Winston-Salem, N. € 
October 13, 1960 


Sixty Consecutive Years of 
Cash Dividend Payments 











Sears, Roebuck (50). Although 
by far the leader in the mail 
order - department store field, 
Sears still acts like a hungry, 
small store striving to get ahead. 
As if starving for new ways to 
make money, management re- 
cently set up a new division called 
Allstate Enterprises. No mention 
has been made as yet concerning 
its function, but indications are 
that it will be some major service, 
perhaps similar to the insurance 
operation. Allstate Insurance, ac- 
cording to management, will 
probably pay $20 million in divi- 
dends to Sears vs. $17 million last 
year. If it retains the same 
amount as in the past, Allstate’s 
total earnings will equal 18% of 
Sears’ total earnings. Like Feder- 
ated, which also has a wide profit 
margin, Sears came through the 
second quarter testing period 
very nicely, with earnings of 60¢ 
down only slightly from last 
year’s 66¢. Only nine points be- 
low its all-time high the stock at 
somewhat less than 20 times 
earnings is a good long-term 
holding. END 





Prospects For The Finance 
Companies Looking To The 
Year Ahead 





(Continued from page 141) 


36 offices in the South. Full year 
earnings are still expected to ex- 
ceed the $4.57 reported last year. 

The only major sales finance 
company to show a gain in first 
half results, Commercial Credit 
Company reported per share 
earnings of $2.72 versus $2.67 
a year ago; a new high in 
per share earnings is in prospect 
for the full year. The $2.80 divi- 
dend has been in effect since 
1956, and with earnings on the 
uptrend an increase here appears 
likely. All categories of receiv- 
ables showed increases this year 
over the first six months of last 
year—the small loan business 
and commercial financing leading 
the way. Commercial Credit has 
begun operations in industrial 
time sales and leasing fields. A 
bright future is foreseen in this 
area by the company. As previ- 
ously pointed out, an agreement 
with the Amstel Club gives Com- 
mercial Credit representation in 
European financing. 

Family Finance Corporation 
has undertaken a rather ambi- 
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tious expansion program over 
the past several years in increas- 
ing offices by over one-third dur- 
ing a three year period. Earnings 
recently have been on a plateau. 
The coming fiscal year results 
may show an improvement over 
the $2.40 recorded for the year 
ended June 30, 1960. Family 
Finance uses short term borrow- 
ings to a large degree and lower 
money rates should benefit earn- 
ings. The $1.60 dividend affords 
a good return. 

In May, General Acceptance 
Corporation acquired Consumer 
Finance Corporation of Ameri- 
ca, adding 28 offices operating in 
the small loan business in seven 
western states. This acquisition 
is among the more recent of a 
rather sizable expansion program 
which has seen offices increase 
from 51 in 1953 to the present 
240. The per share earnings re- 
cord has not been spectacular, 
fluctuating between about $1.00 
and $1.50 over the past decade. 
Net in 1958 dipped below $1.00 
primarily as a result of lower 
earnings from insurance subsidi- 
aries that year. No significant 
gain in earnings is foreseen for 
1960. The $1.00 dividend—2% 
stock was also paid this year— 
affords one of the most generous 
returns among finance shares. 

General Contract Finance Cor- 
poration is a spin-off from the 
old General Contract Corpora- 
tion which was forced to split up 
its banking and finance opera- 
tions in compliance with the 
Bank Holding Company Act. Al- 
though an adequate picture of 
historical earnings is not avail- 
able, insurance earnings look re- 
latively important, accounting 
for some one half of the total. 
Disappointing earnings this year 
reflect, in part, the adverse effect 
of higher credit losses and heavy 
expenditures arising from the es- 
tablishment of new offices. The 
generous return seems to be the 
major atraction here. 

General Finance Corporation is 
expected to turn up with im- 
proved earnings this year. Con- 
siderable effort is being placed on 
expanding small loan operations 
to lessen dependence on auto 
financing. Insurance subsidiaries 
are important promt contributors, 
to the tune of around 40% usual- 
ly. The recently increased divi- 
dend affords an adequate return. 

Walter E. Heller & Company is 
having another good year, with 


half year earnings up 20%. Per 


share earnings have grown con- 
sistently from under $1.00 a de- 
cade ago to $2.74 last year, anc 
are expected to advance to around 
$3.00 this year. Following this 
performance, dividends have been 
upped repeatedly—an increase in 
each year since 1949. 

The largest small loan com- 
pany, Household Finance Corpo- 
ration, scored almost a 15° gain 
in per share earnings in the first 
half of 1960. Full year earnings 
should be a slight improvement 
over the $2.42 (including a $0.34 
non-recurring tax benefit) report- 
ed in 1959. During the first six 
months, Household opened 25 new 
offices, bringing total offices oper- 
ated to 1042 of which 795 are in 
the United States and 247 in 
Canada, An increase in customer 
notes receivable was shown over 
the first half of 1960 compared 


with a modest decline for the 
similar period last year. Cash 
dividend payments have been 


supplemented by 5% stock distri- 
butions since 1956. 

Pacific Finance Corporation’s 
earnings this year have been a 
disappointment. Credit losses— 
believed to be of an unusual na- 
ture—put a damper on first half 
results. Pacific is installing new 
Univac computing equipment, the 
costs of which have also served 
to retard earnings. With a large 
part of borrowings in the short 
term area, declining money rates 
will benefit earnings and produce 
results for the full year perhaps 
at the 1959 level. Prospects favor 
a material earnings improvement 
in 1961. 

International Charge, Inc., a 
credit card plan introduced by 
Seaboard Finance Company in 
1959, lent a great deal of enthusi- 
asm for the latter’s shares. Sub- 
sequently, prices have eased off 
somewhat as investors began to 
hear reports of difficulties in pro- 
ducing immediate earnings on the 
part of other credit card ventures. 
Fiscal year 1960 results are not 
expected to vary much from the 
$1.47 of 1959. A secure $1.00 cash 
dividend has been supplemented 
by 2% stock in the past three 
years. 

James Yalcott, Inc. is expected 
to show another good gain in 
earnings this year. Although half 
year results were up 20%, full 
year per share earnings probably 
will show a less than proportion- 
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ute increase, as 150,000 additional 
shares were sold in June to help 
finance the company’s. rapid 
growth, Talcott recently acquired 
First Acceptance Corporation, a 
commercial instalment financing 
concern, for 111,904 shares and 
in assumption of debt. From the 
iarket viewpoint, Talcott has 
ad a good advance in the past 
ear. Future prospects still ap- 
ear promising. END 





American Chicle And Singer 
In New Phase Of Growth 





(Continued from page 132) 


everal years has exhibited the 
eginnings of a natural diversifi- 
ation into related industries. 

Specifically, Singer’s wholly 
pwned subsidiary, the Diehl Man- 
‘facturing Co., besides making 
notors for its parent, is now also 
yroducing vacuum cleaners, elec- 
‘ric fans, portable electric tools 
ind other small, motor-driven an- 
paratus. The 70% owned Thurso 
Pulp & Paper Co., with its 
500,000 acres of Canadian timber 
land under lease and 200 tons 
daily capacity, has expanded into 
the general pulp business; its 
marketing will be handled by the 
co-partner, Perkins-Goodwin, Ltd. 
Also in 1957 Singer acquired 
Haller, Raymond & Brown, a re- 
search organization experiment- 
ing in data processing, infra-red 
communication, electronic engi- 
neering and other highly tech- 
nical fields. More recently, several 
other acquisitions have been 
made. Singer also has a 250-man 
research department of its own, 
engaged not only in studying im- 
provements upon the sewing ma- 
chine but also in developing other 
equipment for the needle trades. 


Emphasis Upon Foreign 
Operations 


& Another form of attack upon 
its problems has been an even 
larger reliance than before upon 
foreign manufacture. Following 
the well-known precept of “if you 
can’t beat ’em join ’em”, Singer 
has expanded its already substan- 
tial foreign properties by building 
new factories in Germany, Italy, 
Mexico, the Philippines, Brazil, 
Australia and Turkey. An older 
plant in France—completely re- 
built since the war—enjoys a 
well-entrenched position in that 
country. 
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Entering boldly into the lion’s 
den Singer has even acquired a 
half interest in the Pine Sewing 
Machine Co. of Japan, although it 
has so far encountered difficulties 
in repatriating its earnings from 
that country. Plans to establish a 
factory in India have also been 
blocked so far by the government 
there. 


Simultaneously, domestic oper- 
ations, which are centered in the 
Elizabethport (N.J.) plant, have 
been reorganized and somewhat 
contracted. Production for the 
American market will be carried 
on largely at the Clydebank 
(Scotland) factory. Japanese pro- 
duction will be destined for the 
Asiatic market exclusively, with 
no imports of machines or parts 
from Japan into the United States 
being contemplated. It is import- 
ant to note that, while the com- 
pany’s North American manufac- 
turing activities have been 
retrenched, its domestic market- 
ing program, including its well- 
known “sewing centers”, is being 
reinforced. 


A Stitch in Time? 


It is still early to be sure that 
these stitches were taken in time; 
the old fabric was undoubtedly 
badly ripped. It does appear cer- 
tain, however, that the company 
is now determined to fight vigor- 
ously to restore its former posi- 
tion of leadership and is well 
equipped to do so. While it still 
has far to go, and perhaps may 
never regain the domination of 
the world market in sewing ma- 
chines which it once enjoyed, 
operating results of the past two 
years already give evidence of a 
substantial recovery. Sinver also 
belongs to a relatively exclusive 
group of companies that were able 
to report both sales and earnings 
gains in the first half of the cur 
rent year. At its present price, 
around 58, yield is still austere 
but the price/earnings ratio is a 
relatively modest 14 times. 

Although Singer’s history and 
recent problems have very little 
in common with American Chicle. 
both companies have had _ to 
weather some extreme changes 
during their long careers. It is in 
the nature of Chicle’s busine:s 
that changes occur more gradual- 
lv, while events “ganged up” on 
Singer in the post-war era. Both 
companies illustrate, however, the 
necessity for constant vigilance on 
the part of management. END 
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Gold Stocks In The Main Are 
Still Highly Speculative 





(Continued from page 135) 
portion of its inccme from in- 
vestments and subsidiaries, pri- 
marily Campbell Red Lake. Prov- 
en ore reserves at the old Dome 
property are sufficient for more 
than 4 years of life at current 
production rates. The company 
would benefit an additional 9 cents 
per share in pre-tax earnings 
from its own production, for each 
$1.00 per ounce boost in the gold 
price. 

Diversification is currently oc- 
cupying more and more of man- 
agement’s efforts. A strong in- 
vestment portfolio, exposure to 
oil and gas developments via an 
18% interest in Dome Petroleum 
and an active exploratory policy 
which is now concentrated on the 
development of a promising tung- 
sten deposit, are assets enhancing 
the attraction of the stock. The 
market value of the portfolio 
alone exceeds $40 million, or more 
than $20.00 per share of Dome 
stock outstanding. Earnings have 
stabilized around 95 cents a share, 
although $1.45 per share in non- 
recurring income will be received 
this year as a result of the liqui- 
dation of Miami Copper. 

American South African Trust. 
For investors willing to assume 
the degree of risk inherent in 
South African companies today, 
a means of participating in a 
broad _ representation of the 
world’s richest gold mines is 
available through the shares of 
American South African Trust, 
which are listed and activelv 
traded on the New York Stock 
Exchange. An analysis of the 
Trust’s portfolio reveals a heavy 
concentration of funds in the 
younger areas of South Africa, 
where longer mining lives are as- 
sured. The Trust, under a policy 
of reinvesting the greater portion 
of its net income and all of its 
capital gains, cistributes only a 
smal] portion of its earnings in 
dividends. A 25% reduction in 
net asset value during the first 
half of this year, precipitated by 
the severe decline in mining share 
prices as a result of South Afri- 
can racial tensions, has been par- 
tially restored by the current 
revival in gold stock popularity. 
The common stock at current 
prices is still selling at a sub- 
stantial discount from asset value 
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and will, in all likelihood, con- 
tinue on a substantial discount 
basis until more permanent solu- 
tions to South African social 
problems are effected. 

Giant Yellowknife. — Among 
the smaller established Canadian 
producers, Giant Yellowknife 
Mines and Campbell Red Lake 
Mines are the most attractive. 
But Giant Yellowknife had been 
experiencing difficulties with the 
metallurgical treatment of its 
arsenic ores, as evidenced from 
its poor recoveries and relatively 
high operating costs. Since 1958, 
however, when recovery was at a 
low 69°, technical improvements 
have increased the percentage to 
the current 81° area, while costs 
have been reduced 6.5% to the 
lowest level since the mine started 
operations. Proven ore reserves 
are sufficient to support mining 
operations for 8 years at current 
rates, but the outlook for prov- 
ing up substantial additional ton- 
nages of ore are not promising. 

Earnings have fluctuated rather 
erratically over the past 10 years 
and reached a reccrd high of 44 
cents per share in 1959, reflecting 
recorc high production and the 
reduced costs. A $1.00 per ounce 
increase in the gold price will 
only add 5.5 cents per share to 
the company’s pre-tax earnings. 
Giant Yellowknife recently ef- 
fected a merger with a small 
Canadian base metal producer. 
in order to take advantage of 
the latter’s tax credits. 

Campbell Red Lake Mines, 57% 
owned by Dome Mines, has de- 
monstrated cne of the strongest 
growth performances of all Ca- 
nadian producers, raising its 
profits per ton close to 50% 
since 1950. Earnings per share 
have shown a marked upward 
tendency over the past 10 years, 
reaching a record high 42 cents 
in 1959. The company has steadily 
increased its cre reserve position 
as well as the grade of ore so that 
both are now at peak levels. Esti- 
mated life of the mine at current 
milling rates is only 414 years, 
but 7 new levels have recently 
been established in an attempt to 
intensify deeper exvloratory oper- 
ations. On the 14th level, Camp- 
hell is drifting westward toward 
the Craibbe - Fletcher property 
pursuant to an agreement which 
could result in the eventual con- 
trol of that company by Campbell. 

Greater emphasis is being di- 
rected towards a broadening of 


exploration activities and, in this 
connection, Campbell agreed to 
participate, to the extent of 30% 
in all new exploration venture: 
initiated by Dome Mines. The 
company continues its 20% par 
ticipation in the financing of H 
G. Young Mines, a promising 
Canadian gold company. But only 
an added 4 cents per share in 
pre-tax income would result from 
each $1.00 per ounce boost in the 
price of gold. 

Hollinger Consolidated Gold 
Mines has been included in this 
study more for sentimental rea- 
sons than for its importance as a 
gold producer. As a gold mine, 
Hollinger appears to be nearing 
its end, a fact more or less ad- 
mitted by the company manage- 
ment. Ore reserves have been 
steadily depleted and now total 
less than half the quantity avail- 
able 10 years ago. At current pro- 
duction rates, the company has a 
mine life of less than 3 years, 
although plans to deepen the Ross 
Mine shaft and establish seven 
new working levels could prove 
up substantial ore extensions at 
depth and permit a longer min- 
ing life. Mining costs have been 
mounting sharply as evidenced by 
the increasing amount of cost aid 
payments to Hollinger by the 
Government. 

The future of the company un- 
doubtedly lies in its participation 
in iron mining, a fact evidenced 
by the stock’s current three year 
low price which is in sympathy 
with the slowdown of U.S. steel 
operations, as opposed to the 
other gold stocks, which are near 
the year’s high. 


McIntyre Porcupine. — Some- 
what similarly situated is Mc- 
Intyre Porcupine, a large invest- 
ment holding company, as well as 
an active gold producer. As in the 
case of Hollinger, McIntyre is ex- 
periencing declining earnings 
from gold operations, and relying 
more and more on other income, 
notably investment returns. Mc- 
Intyre’s operations outside of gold 
mining is not nearly as restricted 
as Hollinger’s, and investments 
are placed in a wide variety of in- 
dustrial and mining enterprises 
located primarily in Canada. In- 
come from the company’s invest- 
ments can be expected to grow in 
volume with expansion of earn- 
ings from the many blue chip 
companies included in the port- 
folio. McIntyre partieipates di- 
rectly in new mine developments 
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in Canada and also has indirect 
representation via a 26% in- 
terest. 

In Summary 


It is obvious that buyers of gold 
shares are currently speculating 
on a rise in the price of gold, 
which may be a long time in ma- 
terializing. Those who desire to 

uy such shares should concen- 
rate on strong companies that 
{fer the additional attraction of 
nvestment diversification. END 





Are We Really Losing The 
Economic Race With The 
U.S.S.R.? 
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as to do with the percentage of 
he two populations in the labor 
‘orce. On the basis of limited 
tatistical data, 1955 estimates 
put 95% of the males and 62.8% 
if the females aged 16 and ove 
n the Soviet labor force. 

These high percentages reflect 
the large segment of the popula- 
tion engaged in agriculture, the 
industrialization drive and the 
fact that women have always 
comprised an important part of 
the Russian labor force, even in 
Czarist days. In comparing coun- 
tries, it would seem that the age 
at which the youth enters the 
labor force (a function of the 
education system) the treatment 
of the aged and the distribution 
of leisure time all should be part 
of the consideration. 

All of this leads to the ques- 

tion of when can the U.S. S. R. 

be expected to catch up with 

the United States. 

But a prerequisite to answering 
this question is the definition of 
what is meant by “catch up’. Our 
definition undoubtedly would 
take into consideration consumer 
goods, per capita number of tele- 
phones, automobiles, suits of 
clothes, shoes, etc. in addition to 
per capita production of oil, coal, 
electric power, steel, butter, milk, 
meat and sugar. Jt would appear 
that the Soviet definition of 
catching up to the United States 
is primarily in terms of certain 
selected items, which are import- 
ant as basic to the economy, but 
which certainly do not measure 
the total achievement of an eco- 
nomy in our terms. 

It is never wise to underesti- 
mate an opponent or competitor. 
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Certainly the achievements of the 
Soviets in rebuilding from the 
ruins left by World War II and 
in developing their heavy goods 
industries and their military 
might have been enormous. In 
rocketry and in scientific space 
exploration they have also moved 
forward rapidly in the last two 
decades. However, it must be kept 
in mind that these achievements 
have been made at terrific costs 
and sacrifices in lives and in all 
but the barest minimums of con- 
sumer goods available to the 
masses. 

A totalitarian economy such as 
that of the Soviet Union might 
well equal or surpass the United 
States in a particular field of 
economic activity over a given 
period of time. However, even on 
the basis of the meager available 
statistical information, which 
seems to be biased in favor of 
the U.S.S.R, the Soviets are still 
far behind the United States in 
most areas of economic endeavor. 

Their abilitv to catch up with 
the United States in the -for- 
seeable future remains highly 
conjectural even if the eatchine 
up concept includes only the basic 
elements of industrial and agri- 
cultural production. Certainlv if 
catching up involves the whole 
spectrum of consumer goods and 
services as well as basic indus- 
trial and agricultural production, 
the Soviets’ ability to catch up 
borders on the impossible. 

Based on available figures of 
gross national product, which, as 
has been indicated may be ex- 
aggerated in the case of the 
Soviets, their gross national 
product is claimed to have risen 
from about one-third the United 
States level in 1959 to about 26% 
of our level in 1958 (a recession 
year). 

On the basis of an assumption 
that the Soviet gross national 
product grows at an annual rate 
of 6° and the United States 
gross national product at an aver- 
age annual rate of 4%, Soviet 
gross national product would 
grow from about 46% of the 
United States’ level in 1958 to 
about 53°° in 1965. 

On a per capita basis, it is 
estimated that the Soviet gross 
national product rose from 28% 
of the United States per capita 
figure to 36% from 1950 to 1958 
and this percentage is projected 
ahead to 38% in 1965 and 41% 
in 1970. These figures certainly 


do not suggest much likelihood 
for Soviet primacy being achieved 
in the immediate future. 

The big point is that gross na- 
tional product in the U.S.S.R., 
with a population nearly one-fifth 
large r than that of the United 
States, is less than half the Amer- 
ican total. 


Comparable Agricultural 
Productivity 


We spend a_ considerable 
amount of time worrying and 
grumbling about the farm prob- 
lem in the United States. Yet in 
productive ability and efficiency 
our farms and farmers are so 
far ahead of their Russian coun- 
terparts that there is no com- 
parison. Such statistics as are 
available show yields per acre on 
American farms of such crops as 
grain, sugar beets and potatoes 
to be about twice those of the 
average Russian farm. In meat 
production, the Soviet Union 
produced about 47.6°° as much as 
the United States in 1913 and in 
1958 this percentage was 48%. 

In commenting upon the agri- 
cultural situation in the U.S.S.R. 
one economist mentions, “the 
pronounced decline between 1940 
and the early fifties in the real 
payments received by collective 
farms producing food products.” 
He goes on to say “we tend to 
regard forced collectivization in 
the early thirties as the period 
of maximum demoralization of 
Soviet agriculture. So far as overt 
violence and acute suffering are 
concerned, this is probably true. 
But the big deterioration in eco- 
nomic incentives for the majority 
of farms came later.” 

Agriculture. — It would appear 
that in the realm of agriculture, 
where relative uniformity of 
products and vields wonld seem 
to make statistical juggling most 
difficult, economic growth com- 
parisons between the United 
States and the U.S.S.R would be 
most illuminating. Even here 
however, the U.S. Congress’ Joint 
Economic Committee Report says 
that “Soviet agricultural statis- 
tics are unreliable for a number 
of reasons including poor sam- 
pling and unreported home con- 
sumption among others.” 

As previously indicated, the 
very fact that about half of the 
Soviet population is engaged in 
agriculture and there are still 
shortages, while in the United 
States 10° to 12% of the popu- 
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lation provides more than enough 
to feed the nation, attests to the 
vastly greater efficiency of the 


agricultural sector of our eco- 
nomy. 
Industrial. — Even with re- 


spect to the basic industrial fac- 
tors such as the production of 
steel, oil and electricity, the 
United States is well ahead of the 
U.S.S.R. For example, in steel 
our present capacity is close to 
150 million tons per year, up from 
100 million tons in 1950. Russia’s 
figure for 1959 was 60 million 
tons, and its goal for 1965 is 65-70 
million tons, while their minimum 
estimate for 1970 is 104 million 
tons. Supposing they reach their 
minimum estimate in 1970, is it 
likely that we will have added 
nothing in the meantime? 

Oil. — With respect to oil, our 
production in the recession year 
1958 was 331 million tons versus 
129 million tons for the U.S.S.R 
in 1959. Their “goal” for 1956 is 
230-240 million tons and their 
minimum estimate for 1970 is 
290 million tons. Again, is it 
likely that we will be showing 
absolutely no growth in this field 
during the next ten years? 

Power. — Concerning electrici- 
*y, we produced 724 billion kilo- 
watt hours in 1958 compared to 
263 billion for the U.S.S.R in 
1959. The Soviets’ 1965 “goal’’ is 
500-525’billion kilowatt hours and 
their “minimum” estimate for 
1970 is 533 billion kilowatt hours. 
In this field we are already well 
ahead of their 1970 minimum 
estimated and it seems certain 
that they will have a most dif- 
ficult time in catching up. 


We Can Stand On Our Own Feet 


Our attitude with respect to 
the competitive economic race 
between the United States and 
the U.S.S.R. should embrace two 
principal concepts. B® We should 
do everything possible to make 
our free market economy work 
better. B& Secondly we_ should 
decide upon our own objectives 
and pursue them because we be- 
lieve in them and not be unduly 
influenced by what the Soviets 
are doing. We should lead, not 
follow them. In other words, we 
should not become so preoccupied 
with our competition with the 
Russians that we become defen- 
sive in our attitudes with the 
result that we fail to be pro-free 
enterprise and not merely anti- 
communist. 
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The Steps We Can Take 


There are many ways in which 
we can take action to make our 
economy work more effectively. @ 
Increasing incentives to produce 
and to save represents a most 
important step in this direction. 

Along this line, changes in 
our tax laws which would limit 
progressive income tax rates, 
provide for accelerated depre- 
ciation of new plant invest- 
ment, modify capital gains 
taxes and eliminate double tax- 
ation of dividends would greatly 
stimulate our economy. 

Another important step 
would be to apply the anti- 
trust laws to monopolies in 
restraint of trade in the form 
of labor unions as well as in 
the form of big business com- 
binations. 

We cannot afford feather- 
bedding practices or wave rates 
far in excess of productivity if 
we are to compete effectively. 

We must also be willing to 
endure the readjustments ne- 
cessary to keep a free economy 
flexible. 

Our free market system is the 
marvel of all time in bringing ma- 
terial benefits to the masses of 
our people. All one needs to do is 
to observe the workers’ cars in 
the parking lots adjacent to fac- 
tories across our land in order to 
obtain an idea of the broad spread 
of our wealth and income. The 
millions of homes built since the 
end of World War II also testify 
to the fact that the American 
people have achieved far more of 
the avowed objectives of socialism 
than any of the collectivist or 
socialist nations of the world. 

The growth in our gross na- 
tional product from $356 billion 
in 1950 to a current figure of 
about $500 billion (in terms of 
constant dollars) and the expan- 
sion of the number employed in 
the United States from 60 million 
to 68.6 million in this same period 
testifies to the fact that our 
growth is continuing at a rapid 
rate. 

Of even greater significance 
than America’s tremendous ma- 
terial achievements are the 
greater spiritual values inherent 
in our form of government and 
in our economy than in the state- 
controlled, totalitarian system of 
the U.S.S.R While these values 
are intangible, they are none-the- 
less of great importance. If, as 
some claim, an economic slave 


THE MAGAZINE 


system can surpass in efficiency 
and productiveness a free eco- 
nomy, it will be a sad day for the 
human race. All the indications 
point to the conclusion that free 
men, if they act to protect an 
preserve their freedom, can readi 
ly outperform a slave system. ENI 





The Extent Of The Rolling 
Market Adjustment In The 10 
Key Groups 





(Continued from page 122) 


per share for the year ending 
June 30, 1960 against $2.26 a 
year earlier. Despite this stability 
the stock is down 33% from its 
high for the year. The answe1 
is probably that Spencer is held 
in weaker hands than either Al- 
lied, Union Carbide or Dow. 
Hence, in periods of market weak- 
ness the fright of a relatively 
few speculators can drive the 
price down. The major companies 
are held by large, seasoned inves- 
tors who generally do not sell in 
panicky periods. The stocks, 
therefore, should act better. 


Conclusions 


The conclusions to be drawn 
from this discussion are several, 
and require thoughtful considera- 
tion by the average investor. 

1) Well diversified portfolios 
usually stand up far better than 
any of the popular averages. 

2) The owner of a balanced list 
of stocks and bonds learns to live 
with the divergent trends within 
his portfolio, recognizing them as 
a necessary concomitant of diver- 
sification. Hence, he is less apt to 
panic when the averages indicate 
falling prices. 

3) Stocks in companies with 
unique positions, or that are popu- 
lar with large investors, usually 
hold up better than run-of-the 
mill stocks. 

4) Companies with strong fi- 
nancial positions and consistently 
good earnings and dividend re- 
cords, will fare better in periods 
of general stress. 

At this juncture, the market is 
still high by all historical stand- 
ards. Therefore, it is not too late 
to reappraise portfolios and to 
make the changes necessary to 
add stability in the face of de- 
cline without abandoning ample 
growth potential when recovery 
sets in. END 
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Realities Of Stock Market 
Today 





(Continued from page 115) 


Nixon or President Kennedy 
would find it harder to stimulate 
the economy than either has ac- 
knowledged in campaign pledges 
and promises. If they are reck- 
lessly undertaken, inflationary 
1easures would not solve the 
roblems, but only make them 
vorse in the long run. 


Outlook For Earnings Drab 


Despite company - to - company 
ariations. the general prospect 
or corporate earnings is rather 
lrab. That would be so even if 
susiness continued around pres- 
nt levels. It might be so, regard- 
ess of cyclical shifts at times, 
‘or an extended period ahead, due 
O excess capacity, a_ buyers’ 
market, competition of newer 
materials with old, and the com- 
petition of imported products in 
many lines. 

The stock market has hereto- 
fore run far ahead of corporate 
earnings. That was rationalized 
by “inflation talk”, stress on 
long-term “profit growth,” short- 
age of shares for sale, etc. Now 
inflation sentiment is subdued, 
profits disappointing, longer-term 
profit growth less assured. Act- 
ually, there has been only a mod- 
est gain over the last four or five 
years, while the market rose to 
unprecedented levels. 

The revised Federal budget es- 
timate suggests total 1960 net 
profits about in line with 1959’s 
$23.8 billion. Well, it was $23 
billion as far back as 1955 and 
$23.5 billion in 1956. If you ex- 
clude stable-growth industries 
such as utilities, finance, foods, 
tobaccos, etc.—the comparisons 
would be even less impressive. 

> Worth citing as fairly typi- 
cal of reduced profitability in 
most manufacturing lines, Gen- 
eral Electric’s third-quarter net 
was down 20% from a year ago, 
with sales down 4%; and Dow 
Chemical in the quarter ended 
August 31 earned about 18% 
less than a year earlier, with 
sales up over 5%. 

> Earnings on many of the 
major oil stocks, which are now 
in greater demand than in some 
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time, are no better than they 
were 10 years ago, despite bil- 
lions in capital outlays in the 
meanwhile. The same is so of the 
leading copper stocks. These two 
industries have had over-supply 
problems for a longer time than 
most, but are not economically 
unique. There are others that 
may find profit growth elusive in 
what brokers were referring to 
not so long ago as the “golden 
1960s.” 
In Sum 

Measured in terms of price- 
earnings ratios and yield factors, 
market adjustment at the Sep- 
tember 28 low did not approach 
that at the 1957 low. The 1960 
sequence of declining rally tops 
has yet to be broken. To break it 
would require more than a 45- 
point further rise by the indus- 
trial average, against little over 
27 points to date. We continue to 
advise a conservative, realistic 
policy in portfolio management. 
~Monday, Ocicsber 17. 





For Profit And Income 
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profits since 1953. The longer- 
range outlook appears favorable. 
Following a number of earlier 
boosts, dividends are at a $1.80 
rate. The next increase should not 
be toc far ahead. The stock went 
off from 1959 high of 71 to 1960 
low of 42. Now around 55, it 
seems to be on the way back 
into investment favor. 


Insurance 


Indicated losses from Hurricane 
Jonna set the casualty-fire insur- 
ance stocks back on their heels. 
3ut they are temporary and not 
too onerous. More significant is 
the underlying trend of improve- 
ment in underwriting results due 
to cumulative benefit from rate 
increases on automobile lines and 
from more careful screening of 
automobile insurance risks. Two 
sound choices are Continental 
Insurance, at 47 on a secure $2.00 
dividend rate, with 1960 earn- 
ings likely to be substantially 
above 1959’s $3.45 a share; and 
Reliance Insurance around 53 on 
a $2.20 dividend with possible 
current year net over $5.75 a 
share, against the prior year’s 
sharply improved $5.06. END 








There are a million of 
them! Untold numbers of 
these men and women ac- 
tually owe their lives to 
information they obtained 
from the American Cancer 
Society. 

Fighting cancer is our bus- 
iness. We have all kinds of 
ammunition: posters; ex- 
hibits; film strips; easy-to- 
understand folders; hard- 
hitting, dramatic films. 


They’re free for use in your 
office, your club, at your 
PTA meeting, your church 
socials, your community 
center. They’re all de- 
signed to alert you, your 
family and your friends to 
facts about cancer which 
can mean the difference 
between life and death. 


Call or write the Unit of 
the American Cancer So- 
ciety nearest you. It’s 
stocked with ammunition 
that could save your life. 


AMERICAN 
OANGay 


SOCIETY ki 
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A Twist Of Sand 


By GEOFFREY JENKINS 

Already hailed in other countries as 
a top-notch piece of storytelling (at 
this writing is has topped the best- 
seller list in England for weeks), A 
Twist of Sand introduces to an Ameri- 
can audience a new writer of excep- 
tional imagination. 

The locale of the story, a shoal-in 
fested, gale-ridden strip some hundreds 
of miles long on the coast of South 
West Africa, actually exists, although 
it has never before been used as fic- 
tional background. Known to mariners 
as the Skeleton Coast, it is the grave- 
yard of innumerable wrecks. 

Young Captain Geoffrey Peace had 
first seen this infamous coast during 
World War II. As skipper of the Royal 
Navy’s submarine Trout, he was hand- 
ed a suicidal top-secret assignment on 
which the fate of Britain might de- 
pend. The end of this mission, spelled 
out on the Skeleton Coast, was only the 
beginning of the long strand of events 
that drew him inexorably back to the 
area. 

The postwar Captain Peace had a 
new name, his own powerful boat mas- 
querading as a trawler, and his own 
mission to fulfill—to discover the se- 
cret of a spit of land on the Skeleton 
Coast known to him and him alone as 
the Twist of Sand. 

‘A Twist of Sand is peerless enter- 
tainment; it is, however, much more 
than mere escape reading. A_ writer 
with the taut, neat narrative style of 
Mr. Jenkins is a rarity and a joy. 
Viking Press $3.95 


Survey Of Industrials, 1960 

The firm recovery of Canadian cor- 
porations from the 1957-58 decline, is 
shown clearly in the 34th annual edi- 
tion of The Financial Post Survey of 
Industrials, just off the press. Although 
business generally wasn’t able to match 
the record results of 1956, the rising 
trend of earnings first seen in 1958’s 
third quarter, continued strongly until 
1959, the book shows. 

The many hundreds of companies re- 
viewed in the Survey cover a wide 
variety of industries: manufacturing, 
public utilities, pulp and paper, mer- 
chandising, iron and steel, chemical, 
electrical, printing and publishing, in- 
vestment trusts and mutual funds, 
banks, oil and pipelines, property de- 
velopment, trust and loan companies 
and trans»ortation firms. 

A special Financial Post analysis of 
the annual reports of 322 of these 
Canadian companies showed that 1959 
net earnings before depreciation, in- 
terest and taxes were 18.6% above 1958 
levels. After taxes, net profits were up 
21.3%. 

The company reviews in the new 1960 
Survey include earnings statements and 
balance sheets, working capital posi- 
tion, dividend history, funded debt, 
directors and subsidiaries. Stock market 
prices are shown in the eight-year rec- 
ord of the price range of Canadian 
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industrial stocks. All these features 
add to the book’s value as a reference 
volume. 

Financial Post, Toronto $4.00 


The Federal Reserve System 
HERBERT V. PROCHNOW, Editor 

This book brings together in a single 
volume a roster of experts who together 
provide a complete survey of our com- 
plex federal banking system — its his- 
torical background, its wide-ranging 
powers, its influence on our national 
economy and its effects on our inter- 
national fiscal policy. 

The Federal Reserve Act of 1913 is 
interpreted against the events which 
brourht it into existence, and the work- 
ings of the system are traced through 
the years following World War I, the 
depression of the 1930’s, and the infla- 
tionary decade of the 1940’s. The effects 
of more recent Federal Reserve Regula- 
tions on credit control, discount rates, 
and open market operations are all 
set forth in detail. Federal Reserve 
Bank Statements, the legal reserve re- 
quirements, and the policies as they 
affect our banks as well as our non- 
monetary financ‘al institutions. 

Since the Federal Reserve System 
plays such an important part in our 
domestic economic stability and our 
international relations, this definitive 
book should be invaluable to business- 
men, financ‘ers, and students of fin- 
ance — both for the comprehensive- 
ness of its coverage and the judicious- 
ness of its opinions. 
Harper $6.00 


The Politics Of National Party 
Conventions 


By PAut T. Davip, RALPH M. GOLDMAN 
and RICHARD C. BAIN 

This is an historical and analytical 
study of how the major political parties 
find and nominate their candidates for 
President and Vice President. 

It shows: 

® The evolution of the party con- 
vention since its appearance on the 
American scene during Andrew Jack- 
son’s first term as President. 

* The channels through which more 
than 300 noteworthy contenders for 
major party nominations since 1832 
reached polit'cal prominence. 

® The centers of leadership in the 
party out of power and in the party 
occupving the White House. 

* The convention as a type of rep- 
resentative institution—its voting rules, 
apportionment procedures and its a- 
menab'‘lity to popular control. 

Significant new findings are provid- 
ed through the analysis of decision- 
making by delegations, convention vot- 
ing behavior. candidate strategies, and 
the relationsh'p between convention ac- 
tion and election results. The authors 
identify important aspects of the no- 
minating process and offer specific pro- 
posals to help the conventions and the 
parties fulfill their important poten- 
tialities. 
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The book was stimulated by and 
draws on the five-volume study by 
Paul T. David, Malcolm Moos an 
Ralph M. Goldman, Presidential No 
minating Politics in 1952, which wa 
conducted under the auspicies of the 
American Political Science Association 

Two of the authors of the new study 

Dr, David and Richard C. Bain - 
are members of the Brookings senio 
staff. Dr. Goldman, formerly of th« 
Brookings staff, is now on the faculty 
of Michigan State University. 
Brookings Inst., Wash., D.C. $10.01 


Charles H. Dow And The 
Dow Theory 
By GEORGE W. BISsHopP, Jr. 

for anyone interested in stock market 
speculation or investment, the various 
“swings” of the market, the daily aver- 
ages, and the “confirmations” of bull 
and bear markets are inextricably 
bound up with the name of Charles H. 
Dow, Yet not many can say who Dow 
was, and it is only a rare strdent who 
knows anything about his life or just 
what his contr’butions to stock market 
investment theory were. A search for 
facts in most reference works would 
reveal surprisingly little. 

Actually, Dow was one of the fore 
most financial journalists of the last 
half of the nineteenth century. Born in 
Connecticut in 1851, he received his 
early newspaper training under two 
of the top journalists of the era 
Samuel Bowles of The Spr‘nofield Re- 
publican and George W. Danielson of 
The Providence Journal. He then went 
on to achieve his finest general report- 
ing in “The Leadville Letters,” articles 
written on a visit to Colorado, at the 
height of the mining boom in 1879, 
which are reprinted in full in the Ap- 
pendix. 

Dow then turned to financial journal- 
ism in New York City, soon jo*ned in 
the founding of Dow Jones & Com- 
pany, and shortly after became the 
first editor of The Wall Street Journal. 
His editorials on the stock market, 
full of wisdom and common sense, 
apveared frequently until his death in 
1902. While Dow still lived, S. A. 
Nelson included a number of these edi- 
torials as a part of book, The A BC 
of Stock Speculation, and the “Dow 
Theory” was launched. Later exvon- 
ents, esnecially William Peter Hamilton 
and Robert Rhea, added many other 
features to the Theory, but Dow’s 
thought remains as the foundation of 
what is still the best known theory of 
stock market investment. 

In its studv of a leading financial 
thinker and those who followed him, 
this book presents a picture of the de- 
velopment of a classic method of mar- 
ket analysis. As such it will find its 
place in the libraries of all careful 
students of the market who want a 
solid background of knowledge on 
which to base their own, evaluation of 
market movements. 


Appleton-Century-Crofts, Inc. $6.00 
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Let The Forecast Help You Towards 


Greater Security - Income - and Profit 


Picur down the 115 point decline from January 
through September we advised an overall cash re- 
serve of 34%. We added no new stocks to our 66% 
invested position in 21 sound issues which showed 
huge long-term profits (including recent market 
leaders such as American Chicle, Reynolds Tobac- 
co, Pacific G. & E. among others). 


‘‘hus subscribers avoided heavy losses incurred by 
many investors who bought near the top—and 
Lave funds for new opportunities at the right 
price. 

And now — because we believe our Service will be 
nost rewarding in the decisive period ahead, we 
nvite your consideration of its strong advantages. 


Appraisal of Your Present Securities 


'o help you to put your investment house in order 
ooking to the period ahead—you may include 
with your subscription a list of the securities you 
own (12 at a time) for our personal report and ad- 
vice on—WHICH TO RETAIN—WHICH TO DIS- 
POSE OF—WHICH TO AVERAGE. If you are 
disturbed regarding any issues in your list, be sure 
to get expert opinion BEFORE you decide to sell 
—or to hold. 

This extremely valuable consultation service 
helped subscribers this year to save thousands of 
dollars by preventing hasty sale of sound issues 
while weeding out weaker stocks just before they 
declined 25%, 35% or more,..and is open to you 
without additional charge throughout your sub- 
scription... by first class, air mail, or telegraph 
collect. 


Our Selections of New Opportunities 


In coming issues of our private bulletin you will 
receive all our carefully selected and judiciously 
timed recommendations. We are now awaiting the 
right buying level for 3 special situations: 


Underpriced Growth Stock — 20% under its 1959 
high despite a 35% increase in net profits in year 
ended March 1960. Company occupies unique posi- 
tion in fast growing civilian and military fields 
and continues successful research with important 
new device for our space program. 


Special Opportunity in Long Established Company 
for 51,% yield plus appreciation—still in low 30's, 
this stock has not yet discounted the 38% increase 
in 1959 earnings, plus further gain in 1960. Com- 
pany is in important fields, soundly diversifying 
under imaginative management! 


Dynamic Defense-Space Stock— now in 20’s after 
stock split. Increased sales, dividend and 18% gain 
in first half net should spur appreciation. Com- 
pany holds substantial contracts and backlogs and 
just completed successful test of unique new craft. 


On every stock vou buy on our bulletin advices— 
we tell you how long to hold—when to take profits 
—where and when to reinvest—when to keep cash. 


Each Week Our Private Bulletin: 

»> Keeps you a step ahead on the market outlook, 
changes in defense spending, money rates, taxes 
and the trend of business at home and abroad.. 
Firsthand reports from our capable Washington 
analyst interpret political and legislative action— 
most valuable with elections ahead. 

> Our comments and exclusive indexes of the 46 
industrial stock groups indicate which are rising 
strongly—those starting to advance to decline. 
& Our Unique Graph measuring strength vs. weak- 
ness in stocks signalled the 1957 decline, the 1958- 
59 recovery and the 1960 setback. 


Subscribe now to secure all the advantages of our 
original research, broad facilities, special sources 
of information—backed by our organization’s 53 
years of successful experience! We feel sure you 
will find our advice most rewarding. 
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of Extra 5, ae 


6 "Service $75 
Plus Two Weeks Free 
12 “erice $125 — 
Pius Ine Month Free one year pA LT and 


Complete Service will start as $15.60 one year. 


THE INVESMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 120 Wall Street, 


I enclose [) $125 for a year’s subscription—plus one month bonus 
(0 $75 for 6 month’ Service plus two weeks bonus 


e 00 six months; 
ada. 
©) $7.80 six months: 


New York 5, N. Y. 


SPECIAL MAIL SERVICE ON BULLETINS 


0D $2.00 ©) Telegraph me collect your Forecast rec- 
ommendations .. . hen to buy and 
when to sell . . . when to expand or con- 
tract my position. 














soon as your remittance IITIIDD snscnnnseessersincecaccansnessessnonsencensnnnnssetesenncnsssnnsiinensanntneesetensnmisinmmatpamestasnesansetaumesertnstanessenesannnenetaeteennennenans 
reaches us — but annual en- stellata 
rollments will date as official- AEE SLE EL NT ee ee A Ne TE 
ly beginning one a later State 

— semi-annual enrollmenta aeRO errsvvvrevvvrcsvesseeneesrsesonnsernnnornrannnnonnanernneonnngnnaronnnnnennnnnegnnmrsnnecvareevnnenaneannnegentesereseseentee 
will date as starting two a pF shall not 4 assigned at a & 12 ¢ sue _—_ ‘for our 











weeks later. 


OCTOBER 22, 1960 


159 








Cumulative Index to Volume 106 





Pages 1 to 60 March 26, 1960 
Pages 61 to 124 April 9 

Pages 125 to 176 April 23 

Pages 177 to 236 May 7 

Pages 237 to 288 May 21 


A 


Throes Of A Re- 


Africa In The 
birth 

Africa Under 22 Different Curren- 
cies Investment Atmosphere. . .304 

Aircraft Manufacturers Brighter 


IE itn ati Kahne a ew ea 640 
Aircrafts Today and Tomorrow... .262 
Airlines Adjust To Improve Earn- 

NE ee Sry Sem eee 633 
Airlines Under Competitive Prob- 

Sr erie eee 266 
American Motors— W.R. Grace & 

i NS cca ae genie wae 356 
Rasen Te BS BO csccececucecss 72 
—— Laws — Your Company 

Under The Out-Moded.......... 15 
Asbestos Under World-Wide Expan- 

sion Profit Potentials In...... 197 
Auto Industry — The Big Question 

I i es de iter hice eae ade ae 204 
Auto Parts Makers Seek Stability 

Through Diversification ........ 208 
Automobile Accessories Facing Va- 

NE I i 9 hw wa ee ae 691 
Automobile Industry — Outlook For 

ME ike ia a hae Waa ee ee ne eee 688 

B 
Balance Of Payments Position To 

UO CIEE nccccscacesscnccet 
Bank Stocks At Mid-Year......... 171 
Boggs Bill Point up Futility Of.. 11 
Business? — How's .....scceess2 Ole 
Business After Second Quarter — 


New Orders, Backlogs, Inventor- 
EE nee nny Pere 244 
Business Machine Industry — Out- 
SG URE PO ona ecse ewer enue 535 
Business — Money Rates — Invest- 
ment’? What’s Ahead For..... 136 


Cc 
Canadian Budget and Economic 
Conditions In Canada — Current. 
Canadian Wilderness — Opening U > 
MUM ct dln th a raecai's/ dink hc urintia neanmenaeia ciara 681 
Capital Expenditures and Declining 
Machinery Stocks — Paradox Of .584 


Capital Spending Provides First 
Optimistic Development ........ 8 

Chemical Industry — Strong De- 
mand Continues In............. 90 

Commodity Price Trends — Annual 


Mid-Summer Reappraisal Of... .616 


Companies In The News — Timely 
CO a re reese ee Pe 481 

Companies That Raised Or Cut 
0 a eee 474 


Companies With Finance Affiliates .671 


Companies With High Investment 
Status — Integrated ........... 460 

Construction Industry—Reappraisal 
SE ENUIIR, cacd cl tig Rd ie gates a ia Geen 580 


160 


Pages 289 to 344 June 4 
Pages 345 to 396 June 18 
Pages 397 to 448 July 2 
Pages 449 to 504 July 16 


Copper — Zinc — Lead and Alumi- 
num Producers and Fabricators. .148 


D 
Defense Budget — Changes In.....515 
Deflation Followed Inflation—After 
FE eee 184 


Department Stores Prepare For 
Higher Sales and Profit Margins. 269 
Distillers Into Other Fields — Com- 


petitive Struggle Forces........376 
Domination On The Economic Front 
— Struggle For World..........367 
NY NY os occ een eae nants 94 
E 


Economic Growth Possible Today- 
ieee MNO a sod yin dasa hace a eno 668 


Ecconomic Warfare? Which Com- 
modities Feel Brunt Of Russian. .512 

Electric UUnties Combine Defen- 
sive, Dynamic Roles............¢ 318 

Electrical - Electronic Companies — 
—1960 Outlook For.............528 


Electronics — Business Machines.. 30 


Electronics—Devices and Controls. 24 
Electronics — Radio & TV ........ 28 
Enterprise Abroad ? — Soundly 
How Based Is American........ 132 
F 
First Quarterly Earnings Reports 
| PER RRR Rene ah ee eer 191 
fy Peer sn eer re 248 
Foreign Aid Dollars Fail — Why 
SE Saéh bee aes eae a ame ewe ei 623 
l 
Insurance Stocks As_ Investment 
GS er ea eee 636 
International Tel. & Tel. and Motor- 
linear te or fa ak cre ata Sratidh iia a alsa ae 300 
“Insider” Tranactions ............ 76 
‘Insider” Tranactions Since The 
i Sey er | 
J 
Japan — U.S. Stake In ........... 417 
5Ot Ame TCOROUT 2 icc cccccccscess 139 
M 
Machinery At Peak? — Agricul- 
ON BE a ee rrr nae 424 
Machinery & Machine Tools In Slow 
DRE oa cucuagisn than ince ea 156 


Meat Packers—More Profitable Op- 
erations For 4 

Mergers ? — What’s Behind New 
0 Ar ee 411 

Metals Cannot Benefit Under In- 
creased Defense Appropriations— 


MONIES cach mica ale Grog alend-g dasa elaine 374 
Monetary Stability — New Plans 
ER pe eae 5 ees 464 


Pages 50: 556 July 30 
Pages 557 to 608 August 13 
Pages 609 to 660 August 27 


Pages 661 to 720 September 10 


1 
os 
= 


Monetary Systems? — Time For A 


NERS 2 A ne pone ae 65 
Natural Gas Industry............ 37! 
Oil Companies Under Transition. . . 25! 


Oils — Appraisal Of Global and Do- 


I iia a ar nla aie ati Para! dete weal x ede dca Rt 
Oils Solving Their Problems 
ER ers eee a 625 
Outlook Today Major Force In 
SR is ctek oiled ants so cae weed 51! 
P 
Paper Companies Reappraisal Of 
MD iba andes hud sens bene ie cat 98 
Plastic Come Of Age ............. 152 
Presidential Campaign — The 
Growth Issue In The 1960......296 
Presidential Candidates — Capabili- 
le GE UE seeks cosa ccansies 104 
R 
Radio Corp. Of America........... 32 
Radio, TV, Broadcasting and 
ee eee 


Rail Equipment Companies To Im- 
prove Their Position — Steps By .525 
Rail Mergers — Two, N.Y. Central, 


B.& O. and C.&O. Penna. Nor- 
folk & Western, and Nickle Plate.361 
Railroads, — Outlook For The..... 120 

Red China’s Threat Of Industrial 
I cc acerd. sie iia wera a ales aa oe le 156 
Republicans and Democrats, Dif- 
ferences Between ..............564 
Research To Meet Revolutionary 
Age CCPC CEE SOE OSES ES ERE ESE OS 57 
eer COMEOS occ escavcsviases pon 


Rubbers ?—How Resilient Are The. 
Russia’s Commodity-Barter T rade, 


PTE thane eaccawne ess wan 21 
eg Be errr rrr eee 674 
Ss 

Sears Roebuck, — Giant Leader, 
Montgomery Ward, — Runner- 
RE ee er eee 188 

Second Quarter Earnings, 1960 
a POR Re rere 
. Pee 619... .619 

Shippers and Shipbuilders Facing 
ETE OTe 315 

Specialized Industries ............ 588 


Steel Industry — Looking To 1961.684 
Steel Industry — New Trends In. .200 
Sugar Situation — “Wrap-Up” Of.478 


, «= 


Textiles At The Crest ? — Are... .322 
U.S. Of Europe Goal.—‘“Inner 6” 


ST ante uavenesannes 145 
Wage Hikes Will Squeeze Profit 
Margins — Where ............- 407 


THE MAGAZINE OF WALL STREET 





Now is a strategic time to study your 
. Investment Progress 


= is the time to take a “hard look” at Close Continuous Supervision of 
the progress of your investments — in light All Holdings: 
of the advance of 130% in the general wy 
market since September 1953 — the gain of Thereafter—your securities are held un- 
\ 10% since October 1957, and the 17% de- der the constant observation of a trained, 
cline in the first 9 months of 1960. experienced Account Executive. Working 
Some investors who test their lists hon- closely with the Directing Board, he takes 
estly find that their results have been im- the initiative in advising you continuously 
paired by holding securities for unsound as to the position of your holdings. It is 
never necessary for you to consult us. 


ar reasons: 

“ao. . . 

‘ --- because they are averse to taking profits When changes are recommended, precise 

. 8 which incur taxes, even on overpriced instructions as to why to sell or buy are 

- issues — given, together with counsel as to the prices 

ton be » they dislike taki loss eve i i 

--- because they distixe taning a toss even at which to act. Alert counsel by first class 

51 in weak stocks — : — mail or air mail and by telegraph relieves 
..- because they are worried over finding you of any doubt concerning your invest- 

replacements — and often because they ments. 

procrastinate. 

98 If you are not fully satisfied with your ; : , —- 

152 investment progress, may we suggest that Complete Consultation Privileges: 
you consider the strong protection and ad- : one 

296 a tie ae Se and ad You can consult us on any special invest- 
vantages of Investment Management Ser- : ; : . ; 
iss ror ; ; : ; ment problem you may face. Our contacts 

104 vice, which has earned the renewal of ond eriataal research aeunstionss offer vou 
practical minded clients for 10, 15, 20 years = ee ee = . - 
, . ' aid not obtainable elsewhere—to help you 
and longer. < 

to save—to make money. 
32 


Expert Analysis of Your Present Holdings: 
Help in Minimizing Your Taxes: 


532 Our first step in serving you is to make a 
525 detailed report—analyzing your entire list— We keep in mind the tax consequences of 
taking into consideration income, safety, each transaction and help you to minimize 
61 ee ee eee gee gn your tax liability. (Our annual fee is al- 
190 ye a Ss and tomorrow's outlook. lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
156 Issues to Hold and Advantageous reducing the net cost to you.) 
-” Revisions: 
» 
Definite counsel is given on each issue in Annual Personal Progress Reports: 
71 your account ... advising retention of those 
- most attractive for income and growth ... Throughout the year we keep a complete 
— preventing sale of those now thoroughly record of each transaction as you follow our 
2] liquidated and likely to improve. We will advice. At the end of your annual enroll- 
74 point out unfavorable or overpriced securi- ment you receive our audit of the progress 
ties and make substitute recommendations of your account showing just how it has 
in companies with unusually promising 1960 grown in value and the amounts of income 
prospects and longer term profit potentials. it has produced for you. 
88 cceaneaisisditsaheetnealtnadiantndnanibetaianpatdniaeieaiemnataaaaiainieen = ialien oo os 
67 ee! investors with $40,000 or more we shall be glad to send full information on Invest- 
19 ment Management Service. Our annual fee is based on the current value of the securities 
5 and cash to be supervised—so if you will tell us the present worth of your holdings or list 
38 them for our evaluation—we shall quote an exact fee—and answer any questions as to 
34 how our counsel can benefit you. 
( 
8 —__— ~ —__—_____ —— 
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PUGET POWER...1960 GROWTH REPORT 


POPULATION GROWS 60% IN TEN YEARS. Two-thirds of the entire 


population growth in the state of Washington during the 
past 10 years has taken place in Puget’s service area. Pic- 
tured above is a portion of one of the new suburban resi- 
dential developments east of Seattle served by Puget Power. 


RESIDENTIAL USAGE GROWS. Last year Puget’s domestic cus- 
tomers used an average of 769 kilowatt-hours more electri- 
city than they did in 1958. This is the largest residential 
usage increase among all investor-owned electric utilities 
in the nation. 84% of our homes have both electric ranges 
and water heaters; 8% have electric heat. Our aggressive 
and selective load-building programs keep increasing per- 
customer usage of electricity in our service area. 
* 


NEW INDUSTRIAL PARK DEVELOPED BY PUGET. Early this year, Puget 
Power, through its newly formed Puget Western, Inc., subsidi- 
ary, acquired Andover Industrial Park south of Seattle. This 325 
acre development will accommodate 40 to 50 light manufacturing 
plants. First tenant (now building) is General Electric Company. 


INDUSTRIAL USAGE OF ELECTRICITY GROWS 66% IN FIVE YEARS. This has 
resulted from both new industry locating in our service area 
and the expansion of dozens of established plants. Largest is the 
Boeing Airplane Transport Division—employing 18,000—which 
manufactures the famous 707 and 720 commercial jet trans- 
ports and KC-135 military jet tankers at Renton, Washington. 





RESIDENTIAL USAGE MORE THAN TWICE THE NATIONAL AVERAGE 








PUGET SOUND POWER & LIGHT CO. 
1400 Washington Building+Seattle PUGET POWER 








